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PROFESSIONAL NOTES 


The Society’s Annual Meeting 


Co-ordination in the profession, the profit motive, 
the work of the Research Committee, and a review 
of examination standards and qualifications for 
membership of the Society, were among the subjects 
dealt with in the presidential address by Mr. Richard 
A. Witty at the annual meeting of the Society of 
Incorporated Accountants. The speech is reproduced 
in full on page 163 of this issue, and a report of the 
subsequent discussion appears on page 179. The 
proposals for co-ordination are discussed in the 
editorial on page 162. 

At a meeting of the Council immediately after the 
annual meeting, Mr. Richard A. Witty was unani- 
mously re-elected President of the Society, and 
Mr. Fred Woolley Vice-President. 


The Institute of Chartered Accountants 


The annual general meeting of the Institute of 
Chartered Accountants was held on May 5. In his 
Presidential Address, Mr. Charles J. G. Palmour 
referred to the work of the Institute’s Taxation and 
Financial Relations Committee, and to the deputa- 
tion representative of the whole profession which met 
the Board of Inland Revenue. He drew special atten- 
tion to the remarks of Sir Cornelius Gregg, the Chair- 
man of the Board, in receiving the deputation, which 
left no doubt of the Department’s desire for whole- 


hearted co-operation. On the difficult and vexed 
question of avoidance of taxation, Mr. Palmour 
expressed the view that the whole matter was really 
now only of more or less academic interest, as legis- 
lation had so tightened up loopholes as to make 
attempts at avoidance extremely hazardous. He 
prefaced his remarks on co-ordination within the 
profession with these words: “I now come to what 
may perhaps be considered, and, I hope, may prove 
to be the most important and far-reaching pronounce- 
ment that has been made by a President for many 
years,”’ and in his subsequent remarks pointed out 
that some of the difficulties have yet to be overcome. 
The time has certainly not yet arrived for the present- 
ing of any bouquets, but we can say without fear of 
contradiction that all those who have taken part in 
the deliberations of the Joint Committee have fully 
appreciated the wisdom and patience of Mr. Palmour 
as the Co-ordinating Chairman in the preliminary 
discussions which have taken place. 

The Incorporated Accountants’ Benevolent 

Fund 

Pressure on space in this issue compels us to hold 
over till next month the annual report and an account 
of the proceedings at the fiftieth annual meeting of 
the Incorporated Accountants’ Benevolent Fund. 
Owing to the unavoidable absence of Mr. C. Hewetson 
2* 


. ee | 
nd . 
nd 
ig- : 
ed ai 
B., ; 
er. 

. , 
su, 
he ——ooooo———o—o—o—~—~—~—e=—e=eEe=eeQQQQE>y ov ———————————————o IIL oll ‘ 
ly ee | 
of —oooyIIIII— >>> IIIIyC—IyIy > >=>>S>==]>™>>=>=>=>===E==—=_—_=_=~—=—_=_DnDnE={={_ananaRaRnu[a2nianRna@eEea_a{{{={a[{#e=—=——ooooo=“=&au=_=_={_>{{mmamnunnm"=">@a@a@a@_ancapos==SpaE=h"]=[[=|=—_—_——= 
he . ‘ 
g Se 7 
al 
aK s 
as 
nt 
ed 
n. 
on 
as 
1€ 
: 
. 

ee 

ee 
, 


. about the’reactions 
’ trial development. The question is one that assumes 


160 ACCOUNTANCY June, 1943 


Nelson, President of the Fund, and Mr. Henry J. 
Burgess, Chairman of the Trustees, the chair was 
occupied by Mr. Richard A. Witty. During fifty years 


’ of useful life the capital of the Fund has grown to 


just over £20,000, while a total of £24,700 has been 
disbursed in grants. The accounts show that the 

resent position is not unsatisfactory. Subscriptions 
increased during the past year ; but life subscriptions 
and donations, which are added to capital and so 
strengthen the Fund’s capacity to meet calls upon it 
in future years, have declined. To méet the increased 


., cost of living it is very desirable that the amounts of 


individual grants should be augmented, while the 
number of cases likely to arise cannot be forecast. 
The help provided by the Fund is given in a friendly 
and personal way, and could not come from any 
other source. These considerations should ensure a 
ready response to Mr. Witty’s appeal for continued 
and increased support of the Fund on the iia of a 
larger number of contributors. 


Taxation and Industrial Development 


Although the Budget brought no increase in an 
income tax rate which is generally admitted to be as 
high as can be’ bor, it has provoked discussion 

flat-rate taxation upon indus- 


greater importance as we approach the time when 
re-equipment for peace-time manufacture can be 
undertaken. Some reduction in the income tax rate 
is to be expected when hostilities cease, but taxation 
will still be sufficiently heavy to have a crushing 
effect where misapplied. The inadequacy of depre- 
ciation allowances, or, put more fairly, the need for 
making additional depreciation allowances from 
taxed profits so as to keep plant and machinery 


thoroughly modern, is an old score of complaint. — 
There are admitted difficulties in the way of fixing’ 


allowances at such a level that manufacturers are 
guaranteed their ability to keep abreast of new manu- 
facturing methods. One suggestion that would help 
to meet these difficulties is that undistributed profits 
should be taxed at a lower rate than standard— 


in other words, that there should be a differential 


between business income tax and personal income 
tax. This would encourage the ploughing back of 
profits and, therefore, the efficient development of 
industry. One objection that might be raised, how- 
ever, is that the big enterprise with a large number 
of shareholders could afford to be more conservative 
in disburseraent policy, and would :therefore gain 
more benefit from the reduced tax rate, than the 
small undertaking with whose profits the livelihood 


of its proprietors is closely bound up.. And in these . 
_ days, when the tendency towards the formation of 


combines. and monopolies is subject to so much 
criticism, even the appeal ance of giving preferential 
treatment to “ big business ’’ would provoke ey 


opposition. 
Concentration Nearing miciateien 
_ When Mr. Oliver Lyttelton introduced his scheme 
for the concentration of industry a new phase was 


reached in organisation for total war. It is a phase 
that-is now coming to an end, for the President of 


the Board of Trade has confessed that there is little 
for further concentration, except in the clothing 
printing trades. This is as it should be, for it is 
right that the process of “telescoping”’ in the 
industrial field should reach its peak at the moment 
when we are about to put forward our maximum 
effort in the military sphere. Not only has the time- 
table been well adjusted ; concentration itself has 
achieved valuable results, and these with remarkably 
little friction, considering the large numbers of 
-proprietors and employees involved. To date 235,000 
workpeople have been released for enlistment in the 
Services or ‘transfer to other.industrial work, and by 
the time the change has been completed the quarter- 
of-a-million mark will have been passed. Of parallel 


* importance is the release of 61 million square feet of 
factory space for storage and other Government , 


purposes. The history of concentration has, however, 
‘yet to be worked out, for there is no doubt that the 
changes already made will leave a permanent impress 
on our industrial organisation, besides suggesting to 


’ the planners, perhaps, new methods and applications 


of Government control in the post-war years. 


Colonial Excess Profits Tax 
In reply to a recent question in the House of ' 
Commons, the Colonial Secretary stated that the 
present rates of excess profits tax in the colonies were : 
Trinidad, -89 per cent: ; Aden, 60% per cent. ; British 
Guiana, Kenya, Northern’ Rhodesia, Tanganyika, 
Uganda, and Zanzibar, 60 per cent ; Ceylon, Jamaica, 
and Seychelles, 50 per cent. ; Mauritius, 40 per cent. 
The primary reason why excess profits tax had not 
yet been introduced in West Africa was the adminis- 
trative difficulty of accurate assessment, in view of 
the absence of any well-established income-tax 
inachinery. Full income-tax had only, recently been 


_ established in Nigeria and in the Gambia, and was 


only now being introduced in the Gold Coast and in 
Sierra Leone. He would like to see excess profits tax 
introduced there, as elsewhere, and he undertook to 
give the matter serious consideration as soon as he 
was Satisfied that the income tax arrangements were 
working properly. But there was an acute shortage 
of competent technical staff, and it was preferable 
that the staff available should be used in establishing 
the income-tax on a firm basis before being asked to 
take ori the additional responsibility of administering 
excess profits tax. The larger companies were already 


_ subject to excess profits tax in the United Kingdom. 


Victory and Security Values 
The financial pundits have frankly been at a loss 
to explain the unexpected reaction of the stock 
markets to the news of the overwhelming Allied 
successes in North Africa. Turnover has been small, 
and extept in a few special speculative sections 
buyers have predominated. It-is, of course, true that 


.°. @ major adjustment in prices was made six months 


ago, when it was apparent that we had turned from 
the defensive to the offensive ; and it is equally true 
that when the best is known prices are invariably 
inclined to wilt under the stress of profit-taking. 
What is puzzling is that no discrimination has been 
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shown as between gilt-edged securities on the one 
hand and equities on the other ; issues in both groups 
have displayed a declining tendency. Perhaps the 
reason is to be found in the sheer inability of anybody, 

expert or tyro, to estimate with confidence the likely 
duration of.the war. The situation is so fluid that 
even the most diverse expectations appear reasonable, 


' and there may well be a tendency towards under- 


investment. For the time being, therefore, the 
pressure on .a volume of stock which has suffered 
depletion through national disinvestment and gains 
replenishment only through the Government tap 
has become lighter. The situation is unlikely to 
persist for long, for in time considerations of income 
are bound to come into play and, moreover, it will 
‘be possible to view the war in clearer perspective. 


One thing remains certain. The authorities have 


adequate weapons at hand during wartime to im- 
plement their promise that there shall be no major 
rise in interest rates, and some at least of those 


-~ weapons ‘will, as indicated by the project for a four- 


year plan of national reconstruction, be retained i in 
the transition years to follow. 


Control of Typewriters 


No dealer or private individual may now dispose of 
or acquire a typewriter without a licence from the 
Directorate of Office Machinery, Hawkins House, 


Dolphin Square, London, S.W.1.: Special permission . 


must also be obtained before a machine can be broken 
up. The restrictions apply to the sale or hire of all 
typewriters, except second-hand portable machines 
weighing less than 22 Ibs ; they are contained in the 
Supply of Typewriters (Restriction) Order (S.R. & O. 
1943, No. 676, price 1d.); which came into force on 
May 13. Dealers may obtain general permits to 
acquire typewriters, but will require individual 
licences to dispose of them. Before the war about 60 
per cent. of the typewriters sold in this country were 
imported. Imports were stopped three years ago, to 
conserve shipping space and dollars, and it is necess- 
ary to ensure as far as possible that the reduced 
supplies now available are used only on essential 
work. The heavy demands of the fighting services and 
Government factories absorb nearly four-fifths of 
our present output, which has been reduced by the 
partial or complete conversion of typewriter factories 
to the production of munitions. ~ 


re Clothes Rationing 
June 1, 1943, is the second anniversary of the 
introduction of “ consumer rationing” of clothing. 
A Board of Trade survey shows an average annual 
expenditure on clothes of {7 10s. at the present 


time, compared with £10 or {11 a year ago. Last. 


year there was an average saving of four coupons 
per person, but the present rate of spending is some- 
what in excess of the ration. -It is anticipated that 
the allowance will be further reduced in future, 
leaving little scope for the hoarding of coupons. 
Distribution of new ration books is now in progress, 
but the amount of the clothes ration and the duration 


of the period, beginning on September 1, for which 


“ACCOUNTANCY -— 161 


the new coupons must be made to last, have not yet 
been announced. Any future adjustments are likely 
to be based on the principle of priority of supplies 
first to H.M. Forces, secondly to children, and thirdly 
to those whose work involyes abnormal wear and 
tear of clothing. 


Adjustments to Pensions 
The new Pensions and Determination of Needs 
Bill does not represent a move to raise the general 
level of pensions ; still less is it an attempt to weld 
pensions legislation into a coherent whole along the 
lines of the Beveridge plan. It is strictly limited in « 
scope, dealing only with a few special cases. Chief of 


these is the anomalous position of widows under 


60 years of age with dependent children. Such 
women cannot claim a supplementary pension, which 
may only be granted to old age pensioners or widows 
over 60. In the nature of things, this has meant, 
broadly s , that all widows with children of 
school age have ‘had to rely on public assistance 
(apart, that is, from finding employment) to supple- 
ment their pensions of 10s. per week with an addition 
of 5s. for the first child and 3s. for each subsequent 
child. Under the new dispensation they will be 
entitled to apply for supplementary pensions. The 
Bill also provides that a needs test for unemployment 
assistance, supplementary pensions, or financial 
assistance for the blind shall disregard the first £400 
(instead of £300 as hitherto) of assets owned by the 
applicant. Another change is that the principle of 
an individual needs test, which has already replaced‘ 
that of a household means test over a wide field, 
shall be extended to the grant of outdoor relief ynder 
the poor law, and to the provision of financial assis- 
tance to the blind. So far as they go; these are 
desirable reforms, but nobody would pretend that 
oe are the last word in pensions legislation. 


Location of Industry ~ 

In reply to a question, the President of the Board 
of Trade recently explained in the House of Commons 
the reason for the -extension of the Location of 
Industry Order to cover premises below 3,000 square 
feet in area. Mr. Dalton said that under the Location 
of Industry (Restriction) Order, 1941, the starting 
up of any form ‘of production in premises of 3,000 
square feet or over in area, or a change-over. in the 
type of production carried on in such premises, was 
subject to the issue of a licence by the Board of 
Trade. With the progress of the war, it became 
essential to cover all premises, whatever thier size, 
so that there should be no waste anywhere of our 
resources, whether of space, raw material or labour. 
Accordingly, following consultation with the Ministry 
of Production, an Order was made in October last 
abolishing the exemption: of premises below 3,000 
square feet in area, and thus bringing within the 


Department’s control all premises, whatever their _ 


area. The Order is administered in close consultation 
with the Regional Boards of the Ministry of Pro- 
duction. The Order also governs the use of premises 


for storage purposes. 
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ACCOUNTANCY 


Formerly the Incorporated Accountants’ Journal 
Y Established 1899 


The: Annual Subscription to ACCOUNTANCY is 
25. 6d., which includes postage to all parts of the world. 


The price of a single copy is 15. Od., postage extra. 


All communications to be addressed to the Editor, 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2 


CO-ORDINATION OF 
ACCOUNTANCY 


The necessity to exercise strict economy in paper 
led to an attenuated report of the Society’s work 
during 1942, and the President, in his address at 
the annual meeting, therefore directed the attention 
of members very largely to matters not contained 
in the report. 

The most interesting part of his speech was his 
brief reference to co-ordination in the accountancy 
profession. An announcement that co-ordination 
was being considered had been made in the press at 
the beginning of May, and it is probable that a desire 
to obtain further information on this important and 
interesting topic led to a large attendance of members 
at the annual meeting. It was quite obvious from the 
subsequent discussion that members were intensely 
interested in the subject, and were anxious to be kept 
informed of the position ; but, above all, they desired 
that no binding agreement should be made until 
the matter had been discussed by members as a 
whole. 

It is well known that various attempts have been 
made in the past for a closer organisation of the 
accountancy profession ; but, for reasons which it is 
not proposed to discuss, these attempts failed. 
Nevertheless, it can be said without hesitation 
that the attempts had been sponsored by responsible 
members of the accountancy profession. The 
President of the Institute of Chartered Accountants, 
in his recent address to his members, drew attention 
to this, and referred to the assistance which had 
been given to him by Mr. Richard A. Witty, the 
President of the Society of Incorporated Accountants. 

It is well known to members of the Society that 
for many years Mr. Witty at the commencement of 
his career worked with the late Sir James Martin, 


particularly in regard to the conduct of the affairs ~ 


of the Society. It is fitting that he should be 
associated, as he is at the present time, with the 
scheme for co-ordination, which was desired so 
earnestly by Sir James Martin. Unfortunately for 
the accountancy profession, it never became effective 
during his lifetime. As the President has stated, 
““ progress has been made, but the stage has not yet 
been reached when a definite announcement can be 


i June, 1943 
made regarding the proposals.”” He indicated, how- 
ever, that the present proposals include the setting 
up of a co-ordinating council, and—what is very 
important to the Society—provide that all accoun- 
tancy bodies shall remain intact as they are at the 
moment. 

It is necessary to proceed step by step. The setting 
up of a co-ordinating council with definite statutory 
powers will go a long way towards preventing 
accountants from practising the profession of 
accountancy unless they have the requisite knowledge, 
experience and training, and at the same time will 
keep intact those bodies which, for many years, have 
striven in their own particular spheres to protect 
the public. 

It will be noted that there is no suggestion for the 
creation of a monopoly, and with regard to the 
Society, membership is open not only to those who 
served articles, but also to those who, with proper 
educational standards and suitable experience in 
practising accountants’ offices over a period of years, 
are able to pass the examinations. 

The profession is having practical experience of 
co-ordination to-day, as there is an Accountants’ 
Committee which advises the Ministry of Labour 
and National Service on applications for the defer- 
‘ment of men who become de-reserved. Moreover, 
in response to a request by the Board of Inland 
Revenue, a committee representative of the accoun- 
tancy profession has now been constituted to 
advise upon post-war fiscal policy. 

In addition to professional matters, the President 
briefly discussed the subject of private enterprise and 
the profit motive. He stated quite boldly that, in 
his opinion, the profit motive was an honourable one, 
and moreover that it was an incentive for effort. 
Whilst recognising that some degree of control was 
necessary during the present period of war, and to 
a certain extent during the early years of peace, he 
emphasised the necessity for commerce to be as free 
as possible, consistent with the safety of the nation. 
The great industries in this country have been built 
up in the past by individual enterprise, but, at the 
same time, it must be admitted that industry during 
its continuing expansion has not always taken care of 
those who have contributed to its success. Those days, 
however, have gone, and it is noW recognised more 
freely than ever before that all who contribute to the 
progress of an enterprise are entitled to a share in its 
success. In our opinion, however, this can only be 
done by leaving each industry to settle its own affairs 
without regulations being foisted upon it by people 
who are not actively engaged in it. 

The full report of the President’s address, which is 
published in this issue, and the discussion which 
followed, show that in Mr. Witty the Society has a 
President who has the best interests of the Society 
and the profession at heart, and our thanks are due 
to him for the services he has rendered during his 
first year of office. 
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‘The President’s Speech 


The following is full report ofthe speech of Mr. Richard A Witty, President of 


the Society of Incorpor 


I have. pleasure in- moving the adoption of the 
fifty-eighth annual report and accounts. I need make 
_no apology for the attenuated form of the report and 
accounts, which is due to the need for the’strictest 
possible economy in the use of paper. I am dealing 
in my address with several matters which would 
normally have been embodied in the report. — 


For the- fourth year in succession we meet under ~ 


the cloud of the world war, but our certainty of ulti- 
mate victory for the United Nations has been fortified 
_ by the splendid news of the recent successes in 
Tunisia. ; 

Following the example of my predecessor, I have 
kept in teuch with all Incorporated Accountants 
known to ‘be prisoners of war. In this connection I 
would mention that the Council has made arrange- 


ments for the examinations of this Society to be held — 


in Prisoner of War Camps and also in His Majesty’s 
Ships for the benefit of those who would have been 
eligible to sit under normal circumstances. : 

This Society will always revere the memory of 
those members and students who have made the 
supreme sacrifice, and we extend our heartfelt sym- 
pathy to their relatives. 

Honours and Decorations 

I extend congratulations to the following Incor- 
porated Accountants, who, during the past year, have 
received honours and decorations from His Majesty’: 
Sir John Frederick “Heaton, .Knight; Mr. J. D. 
Imrie, C.B.E.; Mr. R. E. Yeabsley, C.B.E.; Mr. 
J..D. Eames, Mr. H. P. Gowen, Mr. H. W. Horridge, 
Mr. G. E. Martin, O.B.E. ; Mr. R. Bennett, Mr. C. H. 
Pollard, Mr. J. R. Sharp, Mr. H. B. Southam, M.B.E. 
South African members decorated: Lieutenant R. D. 
Meeser, M.C.; Flight-Lieutenant P. V. Long- 
Innes, D.F.C. 


Branches and District Societies 


The work of the District Societies has naturally 
. been somewhat curtailed during the year, but every 
opportunity has been taken of giving assistance to 
students and members 
tage of the facilities offered. To the Society’s branches 
_ overseas, who are faced with special difficulties, in 

differing degrees, we extend our cordial greetings and 
gratitude for the continued services they render to 
the Society. During the past year a special examin- 
ation was held at Delhi for the benefit of Indian 
students who found it difficult or impossible to attend 
. the sittings in this country. Acknowledgment is 
made to the Federal Public i 
very kindly undertook the management of the 
examinations in Delhi. : 

Non-Practising Members 

The views which were expressed at the last annual 
meeting have received the very careful consideration 
of the Council, who propose to convene conferences 
of representative members serving in industry, and of 
members serving in the offices of ‘practising accoun- 


who were able to take advan-- 


ce Commission, who- 


ccountants, at the Annual General Meeting.on May 20. 


tants in order that they may have the opportunity 
of putting their views before the governing body of 


' the Society. The restrictions on travel make it im- 


probable that representative gatherings could be held 
at once, but such conferences will be convened at the 
right time, and the frequency of these assemblies in 
the future will then be a matter for consideration. * 
The past history of the Society shows that the 
Council have always borne in mind the interests of 


‘those who are not engaged in public practice, and they 


are fully alive to the increasing importance attaching 
to this matter as the result of present-day evolution 
in the profession. One of the special objects of the 
District Society organisation: of this Society has 
always been to afford every member the opportunity 


.of discussing matters of professional interest: with 


fellow-membets, and we shall look to our District _ 
Societies for assistance in connection with the pro- . 
posed conferences. : 


National Service Acts 
Deferment, of Calling Up. 

The - Accountants’, Committee has continued to 
advise upon applications for the deferment of men 
who became de-reserved. The delicate task of keep- 
ing an even balance between the needs of the pro- 


_ fession on the one hand, and the needs of the direct 
‘war services on the other hand, has been accom- 


plished with a reasonable degree of success. I am 
sure that the members of the Society will agree with 
the Council in acknowledging the special services of 
Mr. Walter Holman, a Past President of the Society, 
who has acted throughout as Vice-Chairman of the 
Accountants’ Committee. 


Future Policy and Post-War Problems 
Regarding Training and Examinations 

Happily the improvement in the military situation 
and other circumstances have permitted the Govern- 
ment and organisations in the country to consider 
the future—but, as the Prime Minister has reminded 
us, without deflecting serious attention from more 
urgent needs. The deliberations of the Council have 
been governed by the same considerations. A dis- 
cussion upon several important aspects of policy has 
been initiated, although their final shape has not yet 
been determined. I want members to know about 
the questions discussed. 

It was after the 1914-18 war that a fundamental 
review was last made of the policy of the Society in 
regard to the examinations and to the qualifications 
for admission to membership. A thorough review, 
though not at too frequent intervals, is necessary. 
For this purpose the Council appointed an Advisory 
Committee, under the chairmanship of my pre- 
decessor, Mr. Percy Toothill, and I expect that its 


- report will shortly be laid before the Council. This is 


not the occasion to speculate on what may be the 
outcome of that Committee’s report, but it is likely 
to reflect the general view of the Council that the 
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Society must call for increasing standards of educa- 
tion, training, and efficiency, especially in the un- 
known conditions of post-war years. 

That Advisory Committee was not asked to con- 
sider the circumstances relating to the return of 
members to the profession fromi His Majesty’s Forces, 
or the completion by candidates now serving of their 
interrupted courses of training and study; but a 


Post-War Committee is to be appointed immediately 


to investigate these problems. Any recommendations 
must necessarily be subject to the date of the ter- 
mination of hostilities, and the arrangements for 
demobilisation. The most sympathetic consideration 
will be given to the needs and the claims of the men 
affected, but it will not be in the best interests of the 
candidates or of the profession to permit of the 
acceptance of a lower standard than would be con- 
sistent with the Society’s qualification. I am glad to 
notice that the Government has under consideration 
schemes for providing grants to Service men and 
women whose training has been interrupted. 


Research Committee 


In the past the Council has dealt from time to 


time with major questions directly relating to prac- 
tice, but much has been left to individual effort, 
mainly in the publication of text-books. The time 
has come when a more co-operative method is 
necessary to permit of more frequent pronounce- 
ments upon questions of professional practice, and 
to afford guidance upon problems which arise. 

Prior to the war, upon the initiative o1 Mr. Bertram 
Nelson, the Council approved the formation of the 
Incorporated Accountants’ Research Committee. Its 
labours were interrupted at the commencement of the 
war, but I am glad to say it has now resumed its work. 
Its duty, as heretofore, will be to collate the ex- 
perience of the profession on practical subjects, and 
to issue publications and articles from time to time. 
A small volume on “ The Design of Accounts”’ is 
already in typescript, and if the difficulty of paper 
supply can be overcome, it is hoped to publish it in 
the near future. 

Taxation 

The Council accepted with pleasure the invitation 
of the Council of the Institute of Chartered Accoun- 
tants to join in presenting a memorandum to the 
Board of Inland Revenue on questions concerning 
Excess Profits Tax and taxation generally. A ques- 
tion has been put to our Secretary as to why the 
Society did not appoint its own Taxation Committee 
and make its own recommendations to the Chan- 
cellor of the Exchequer. I need hardly remind you 
of the work of Mr. Henry Morgan in this connection 
‘in his capacity as President of the Association of 
British Chambers of Commerce, and previously as 
‘Chairman of its Taxation Committee. Mr. Morgan 
and Mr. Allen, two members of our Council, had 
already discussed in detail with the Board of Inland 
Revenue many of the points embodied in the Insti- 
tute’s memorandum. It is probably true to say that 
the multiplication of representations and deputations 
diminishes the value of them all, and this would 
certainly have been the effect of sectional memoranda 
from the accountancy profession. Deputations 
representative of the accountancy profession, how- 
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ever, may be expected to be fruitful of some results, 
and there is every reason to believe that the Board 
of Inland Revenue will be prepared to continue dis- 
cussions with a Taxation Committee representative 
of the whole profession. . 


Shareholders and the Stock Exchange 

Favourable comment has frequently been made on 
the extension in pre-war years of the number of 
investors—a large proportion of whom are small 
investors. The Stock Exchange is the main channel 
for such investments, and the Committee of the Lon- 
don Stock Exchange has very commendably developed 
its function as a guardian of investors and en- 
deavoured to promote the highest form of practice 
among public companies. It has always been a vexed 
question to devise means whereby shareholders can 
have an effective voice in pronouncing on the policies 
initiated and pursued by the directors. A few months 
ago the Stock Exchange Committee made sugges- 
tions to improve procedure in regard to special 
proposals laid before shareholders, and consulted some 
representative bodies, including the Society. 

An announcement was then made urging that cir- 
culars to shareholders should be clear and informative, 
that more than the minimum statutory notice 
should be given, and that proxy forms should be so 
worded as to allow shareholders to vote either for or 
against the resolutions in question. 

Those recommendations have the cordial support 
of the Council of the Society. 

Solicitors’ Accounts 

I have been asked by the Law Society to remind 
members of the duties placed upon them by the 
Solicitors (Accounts) Rules, under which every 
solicitor is required to. keep separate accounts of 
monies received from or on account of, and the 
monies paid to or on account of, each of his clients, 
and also to maintain a separate bank account for 
clients’ monies in his possession. It is, of course, the 
duty of every practising accountant who prepares or 
audits the accounts of a solicitor to see that the 
Rules have been observed, or if it appears that a 
breach has occurred, to qualify his report accord- 
ingly. After the war, when the relevant section of the 
Solicitors Act, 1941, comes into operation, it will be 
compulsory for the accounts of every solicitor to be 
examined every year by an accountant, and accoun- 
tants will need to make themselves familiar with the 
Accountants’ Certificate Rules. 


Private Enterprise and the Profit Motive 

The Government’s broad policy of taking the profits 
out of war has been effected mainly by two account- 
ing methods, (a) Costing, and (b) the Excess Profits 
Tax, and a Treasury Memorandum has pointed out 
the priority of low costs over E.P.T. This is a sound 
view, as costing effects economies in the whole range 
of production, while E.P.T. has no economy incentive. 
It is hardly surprising that the Excess Profits Tax 
has given rise to a large number of anomalies and 
hardships, and to a number of important economic 
consequences, some of which perhaps had hardly 
been expected. Some positive policy will obviously 
be necessary after the war to provide finance to meet 
obsolescence, transition to peace production, and the 
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adaptation of war factories. For these capital items, 
in a large namber of cases, no adequate provision can 
be made directly by the undertakings themselves 
because their resources have been drained in Excess 
Profits Tax. The only provisions at present in sight 
are a possible refund in future years where deficiencies 
may lead to repayments of E.P.T. and the post-war 
credits. 

These questions, which have been discussed at 
large in the Press and in Parliament, have inferentially 
led to a good deal of suspicion on the part of sections 
of the public of private enterprise and of the profit 
motive. It is probable that most criticism of the 
profit motive is really criticism, consciously or un- 
consciously, of private enterprise without the spur 
and checks of competition, that is, of monopolies. 
The well-known objections to monopoly are that the 
consumer has no redress for inefficient service, that 
the monopolist has no incentive to continuous im- 
provement of his service and the adoption of new 
methods, and, above all, that the charge for a par- 
ticular service need not be related to the cost of 
providing that service. These objections apply to 
public monopolies in no less degree than to private 
monopolies. 

Let us state boldly that the profit motive is an 
honourable motive. It is not always represented by 
a desire for wealth, but may equally be evidenced by 
the desire to realise ambition, to obtain advancement 
in one’s profession, to secure an increase in wage or 
salary, or in many other forms. It is the incentive 
for effort, and effort is the proof of a nation’s vitality 
in peace or in war. It will be agreed that the profit 
motive must be present in all private enterprise, but 
that is no reason for maintaining that private enter- 
prise should be regulated, governed, controlled, 
planned, supervised, concentrated and restricted by 
S.R. & O. until that great section of the public en- 
gaged in commerce are compelled to give up the 
struggle for freedom. We all recognise that some 


degree of control may be necessary in the interests _ 


of the nation and of commerce itself during the inter- 
vening years between complete war and complete 
peace, but I trust we shall all be prepared to do 
whatever lies in our power to see that unnecessary 
fetters are removed from the hands of commerce at 
the earliest possible date consistent with the safety 
of the nation. 


Co-ordination in the Accountancy Profession 


An announcement was recently made in the Press 
to the effect that the Councils of the Institute of 
Chartered Accountants in England and Wales, the 
three Scottish Societies of Chartered Accountants, 
the Society of Incorporated Accountants and Auditors, 


and the Association of Certified and Corporate Ac- © 


countants, have appointed special committees who 
have met together to consider whether it would be 
advisable, in the interests of the public and of the 
profession, to take steps towards co-ordinating the 
practice of Public Accountancy in Great Britain. 
Progress has been made, but the stage has not yet 
been reached when a definite pronouncement can be 
made regarding the proposals which have been under 
discussion. It would not be right for me to dwell at 
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length on this matter at the present stage, but I can, 
without breach of confidence, state that the proposals 
of the Committee will be an attempt to embody the 
following broad principles, namely (a) The setting 
up. of a co-ordinating council ; (b) the maintenance 
intact of the status and designation of Incorporated 
Accountants and other accountancy bodies, and (c)} 
the assurance that none shall be in public practice as 
accountants without having received adequate and 
proper training and experience. It will be obvious 
that any proposals designed towards these ends must 
be founded on a broad basis. The Society of Incor- | 
porated Accountants has always been open to those 
whose education fitted them for a professional life, 
and who were prepared to make the necessary studies 
and acquire the essential training to fit them for our 
qualification. The profession will remain open in the 
future, and there can be nothing in the nature of a 
monopoly, but we cannot close our eyes to the fact 
that many persons pose as accountants, and offer 
their services to the public, who are lacking in the 
knowledge and qualities which make the professionat 
man. The ever-increasing responsibility placed upon 
the shoulders of qualified accountants makes it im- 
perative that the profession should have a statutory 
basis. The detailed proposals will be submitted to the 
members of the Society as soon as possible, and I 
have every hope that they will be approved by our 
members. Incorporated Accountants have striven 
towards the goal of co-ordination for many years, 
and they will specially welcome the opportunity of 
working in still closer harmony with other branches 
of the profession. 
Initiative > 

It is necessary to remind ourselves that all our 
energies are still required for the prosecution of the 
war to a successful issue. It would be a fatal mistake 
to assume that the war is more or less won, or that it 
is certain to be won by the end of the present year. 
Our members are all engaged on work of vital war 
importance, and may not have the time to deal with 
other matters which might call for immediate con- 
sideration under other circumstances. It is realised, 
however, that there are special post-war problems. 
which demand prior consideration and advance pro- 
grammes in order that there may be no hiatus after 
the cessation of hostilities. These post-war matters, 
as I have pointed out, are receiving the active con- 
sideration of the Council and Committees, and of the 
District Societies. May I add one word of warning 
against the expectation of too much “ cover ’’ against 
the ordinary risks of life after the war? There is a 
tendency in some quarters to assume that at the 
close of the war we shall all be transported immedi- 
ately into a Utopian State where every problem will 
be solved by somebody else’s efforts without any 
exertion on our own part. Incorporated Accountants 
will not ask for that degree of nursing which is really 
only required by children and helpless adults. Accoun- 
tants have built up their reputation as the solvers of 
business problems and troubles. They will continue 
to fulfil that function and at the same time will solve 
the problems particularly affecting their own pro- 
fession. They will not surrender their power of 
initiative or ask for reduced responsibilities. 
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Conclusion 

In conclusion I would éxpress my thanks to my 
Vice-President, Mr. Fred Woolley, to all my colleagues 
on the Council, and to the many members who help 
us in so many different ways. There is no glamour or 
publicity about routine Committee work, but you 
will appreciate that it makes a big demand upon the 
time of men who are deeply engaged in work of vital 
national importance. I also want, in your name, as 
well as in the name of the Council, to express our 
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appreciation of the services of Mr. Garrett and his 
staff. For over three years Mr. Garrett has borne 
the whole burden of this Society’s work without the 
assistance of his Deputy Secretary, Mr. Little, who, 
I am glad to report, is well, and rendering valuable 
service to the country in another sphere. It is a 
revelation to’a new President to realise the multi- 
tudinous problems which are presented to the Secre- 

in the course of a year, but Mr. Garrett has met 
the double strain of his office in a manner which is 


deserving of our utmost gratitude. 


Estate Duty—Transfers to Companies 


_ By D. F. GOODE, F.C.A., F.S.AA. 


Prior to 1930, a considerable amount of legal 
avoidance of Estate Duty was achieved or attempted 
through the medium of companies, by a transfer to 
the company of property in which the transferor had 
an absolute interest or by the release in favour of the 
company of a life-interest, in both cases often with a 
reservation to the transferor. On the other hand, 
many companies were formed for family and other 
reasons and not for the avoidance of estate duty. 
The Finance Act, 1930, introduced provisions which 
were intended to check this avoidance, but subsequent 
experience has shown that they were not sufficiently 
wide for their purpose and in many cases led to 


further avoidance. The provisions of the 1930 Act | 


were extended or replaced by Sections 43 to 59 of the 
Finance Act 1940. These sections appear to have a 
far-reaching effect.  - ’ 


Settled Property 

In the case of the transfer of a life-interest, liability 
in respect of the disposition of an interest in property 
limited to cease on the deceased’s death is governed by 
Section 43, under which, subject to the provisions 
of the section, the property is deemed to pass on the 
death. There are other provisions in Sections 44 and 
45. 

Absolute Interest 

Section 46 of the 1940 Act provides where a person 
dying after the commencement of the Act(June 27, 
1940) has made (i.e. at any time) to a company to 
which the section applies a transfer of any property 
(other than an interest limited to cease on his death or 
property which he transferred in a fiduciary capacity) 
and that person has received any benefits from the 
company in the three years ending with his death, 
a proportion of the assets of the company shall be 
deemed, for the purpose of estate duty, to be included 
in the property passing on the death. The proportion 
is to be ascertained from the ratio of the amount of 
the benefits to the net income of the company. 

The proportion of the company’s assets liable under 


' Section 46 is to be ascertained on an average basis 


and is for convenience termed a “ slice ’’ or notional 
sum, and it is to be aggregated with the deceased's 
free estate or other property attracting estate duty 
on the death for the purpose of fixing the rate of 
estate duty leviable on all the property so passing. 
Under the 1930 Act, this “slice” of the company’s 


assets was to be assessed as an estate by itself, and as 
this led to further avoidance (e.g. by the formation 
of a group of as many as five companies instead of one) 
the “ slice ’’ was made liable to aggregation by Section 
49 of the Finance Act 1938, continued by Section 52 
of the 1940 Act. 

By Section 58 of the 1940 Act, the companies to 
which Section 46 applies are any company which was 
deemed for the purpose of Section 21 of the Finance 
Act 1922 (as subsequently amended) to be under 


_ the control of not more than five persons at any time 


between the date of the transfer and the date of the 
death. It would appear that no exception is made in 
the 1940 Act in favour of subsidiary companies or 
companies in which the public are substantially 
interested, so’ that the sections may be applicable to 
companies whose shares carry a quotation on- the 
Stock Exchange. 

In order to establish the claim that the section 
applies to the company’s assets, it must be shown 
that there was a transfer by the deceased of property 
to the company. This transfer may have been made 
at any time. Benefits alone without a transfer do not 
bring the subject matter within the scope of Section 
46. By Section 58 (2) a person is deemed to have 
made a transfer of property to a company if the prop- 
erty came to be included in the resources of the com- 
pany by the effect of a disposition made by him or 
with his consent or any associated operations of which 
such a disposition formed one. The most usual forms 
of transfer would probably be :—(a) The sale of a 
business or property to a company in consideration 
for the issue of shares ; (b) Subscriptions in cash for 
shares or debentures, etc. The purchase of a com- 
pany’s shares from other shareholders and the 
acquisition of holdings by inheritance would not, it 
is thought, be considered as a transfer to the company. 


Benefits 


By Section 47 of the Act, the benefits accruing to 
the deceased from the company include :— 

(a) Any income of the company and any periodical 
payment out of the resources or at the expense of 
the company, which the deceased received for his 

~ own benefit, whether directly or indirectly, and 
any enjoyment in specie of land or other property 

of the company or of a right thereover which the 
deceased had for his own benefit whether directly 

or indirectly. ~ 
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(6) Any such income or payment or enjoyment which 
the deceased was entitled to receive or have as 
aforesaid, and ) 

(c) Amy such income or payment or enjoyment which 
the deceased could have become entitled to receive 
or have as aforesaid by an exercise in the three 
years ending with his death of any power exercis- 
able by him or with his consent. 

Other rules for determining the benefits are contained 

in the Seventh Schedule to the Act of 1940. 


By Section 47 (2) “ periodical payment ’’ means a 


payment by way of dividend or interest, a payment 


by way of remuneration, excluding lump sums, and 
any other payment being one of a series of payments. 
By Section 51 (4) reasonable remuneration to the_ 
deceased for services rendered by him as the holder 
of an office under the company shall not be treated 
as a benefit. <i 


‘Net Income and Assets of the Company 


For the purpose of the various Sections of the 1940 | 


Act, the net income of the company for the three 
years prior to his death is to be taken for its account- 
ing years and requires to be computed for each year 
according to the rules of the Income Tax Acts, but 
the computation is to be made by reference to the 
actual income for the year and not by reference to 
income for any other period. (Section 49.). - 


The basis of'the valuation of the company’s assets 
is contained in Section 7 (5) of the Finance Act 1894, 
which is extended by Section 50 of the 1940 Act, 
under which the Commissioners of Inland Revenue 
are to fix the price on the basis of the sale of the assets 
as a going concern. By Section 59 of the 1940 Act, 
assets include goodwill. In Section 50, provisions are 
made as to allowances for liabilities. 

The legislature evidently considered that the objects 
of Section 46 might have been avoided by distribution 
of the company’s assets in the lifetime of the trans- 
feror. Section 46 (3) therefore provides that the assets 


of the company deemed to pass on the death shall © 


include any assets which have been disposed of or 
distributed by the company during the period between 
the beginning of the first of the three years and the 
death of the deceased, including assets distributed 
in a winding-up, whether continuing at or completed 
before the death. 

On the other hand, the appropriate proportion of 
the assets of the company at the death might be 
affected by additions to those assets. Adjustments 
for this position are allowed by paragraph 4 of the 
Seventh Schedule to the 1940 Act. 


Incidence of Duty 


The estate duty chargeable by Section 46 is under 
Section 54 recoverable from the company, which 
apparently has no right of recovery from the de- 
ceased’s estate. Any person (other than a bona fide 
purchaser for full consideration in money or money’s 
worth received by the company for its own use and 
benefit) who receives any assets which the company 
had, whether as capital or income, at the date of the 
death or any time thereafter is also accountable to 


the extent of the value of those assets. The estate — 
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duty payable by the company is a first charge on its 
assets, and in a winding-up the duty carries the same 
priority as rates and taxes, and so far as the duty is 
payable in respect of distributed assets, it is a 
charge on those assets. 

Under Section 54, an executor is not accountable 
for the duty on property passing under Section 46. 

As estate duty on the notional sum, if it is greater 
than the value of the deceased’s holding, is payable 
by the company without any right of recovery from 
the deceased’s estate, it may be that on every company 
to which Section 46 applies there is always in existence 
after the transfer, while the deceased is a shareholder 
and receiving benefits, a contingent liability for estate 
duty. The question whether or not this contingent 
liability should be noted on the a balance 
sheets is perhaps outside the scope of this article. 

By Section 51, it is provided that the “slice ”’ of 
the company’s assets liable to duty under Section 46 
shall not exceed the value of the assets transferred 
to the company, including notional interest thereon. 
Where estate duty is attracted on a holding of the 
deceased’s shares or debentures and also under the 
provisions of Section 46 on a “ slice ’’ of the company’s 
assets, estate duty is only to be charged on the larger 


amount. 
Disclosure 

By Section 53, the company is required within one 
month from the date of the death of the deceased to 
notify the Commissioners of the death, of the transfer 
and of the benefits, under a ayers of £500. Every 
officer of the company at the time of the death is 
also liable to the same extent. This obligation may 
not always be observed. 


Generally 

It is not intended that this short article should be 
exhaustive, as it is not possible to deal with all the 
difficulties and inequities which may arise from the 
complicated sections, nor is it practicable to give 
examples. Readers are therefore referred to the 1940 
Act and the authorities on the subject if further 
information is required. 

In the absence of decisions in the Courts, it will no 
doubt be found difficult to interpret the exact mean- 
ing of the various sections, and some of the prqvisions 
of the 1940 Act may have a detrimental effect on 


_ transactions which were not entered into for the 


urpose of avoiding duty. It is to be hoped that decis- 
a in the Courts,. or amending legislation, will 
remove the uncertainties. ' 

Professional accountants will no doubt be called upo 
to consider these sections from time to time in the 
course of their practice, and in common with other 
professional people may experience difficulty in ad- 
vising as to purchase of shares in a company to which 
the Act applies. 

The extent of the statutes relating to estate duty is 
considerable. Since 1894 there have been alterations 
in almost every year’s Finance Act, and the subject 
has become very complex. It is therefore suggested 
that a simplifying and consolidating measure is long 
overdue. 


The author is indebted to Dymond on Death Duties for 
some of the information in this article. 
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The Association of British Chambers of 
Commerce 


Mr. Henry Morgan, F.S.A.A., in his address as 
President at the annual meeting on May 5 of the Asso- 
ciation of British Chambers of Commerce, urged the 
need for more co-operation between leading industrial 
and commercial organisations in order that their united 
views on national questions might be presented to the 
Government. He referred to the joint representations 
made by the Association and the Federation of British 
Industries on taxation questions. The Budget statement 
showed that they had had some influence. 


Taxation 


Unfortunately many of the anomalies and inequities 
in the excess profits tax, which were the subject of 
discussions with Revenue officials when the tax was 
introduced, still existed, and were causing hardships of 
increasing severity. Even at the beginning of the war 
the tax was arbitrary in its incidence. Businesses fully 
engaged on war work, after being required to extend 
their factories at high prices and often on borrowed 
moneys, were left with no reserves to provide for in- 
evitable depreciation, or to tide over the conversion to 
civilian trade after the war. 

The Association would also press for a general modern- 
ising of the method of computing profits for all direct 
taxation. Disregard of commercial losses was a nuisance 
when income tax was low, but at present levels of 
taxation it became an intolerable injustice. 


Export Trade 


The Report on Post-War Reconstruction, prepared 
by a committee representing the various Chambers 
under the chairmanship of Sir Ronald Matthews, had 
been widely distributed and received a great measure 
of support. Discussions on the proposals had taken 
place between the Association’s representatives and Sir 
William Jowitt, Minister without Portfolio, and 
subsequently with Mr. Dalton, President of the Board 
of Trade. It was to be regretted that it had not been 
possible to put forward the views of industry and 
commerce as a whole on the measures which should be 
adopted to promote our home and export trade, but 
there were no major differences of opinion between the 
principal organisations, and Mr. Morgan still hoped 
that co-operation would be brought about. 

Careful consideration must be given to the “ Pro- 
posals for an International Clearing Union ’”’ issued by 
the ‘British Government, and to the American proposals 
for ‘A United and Associated Nations’ Stabilisation 
Fund.” They were in entire sympathy with the object 
of both proposals, which was to protect trade from 
violent fluctuations in the value of currencies. It was 
to be hoped that the forthcoming exchange of views 
would result in the removal of the excessive tariffs, 
quotas and subsidies which hindered trade in the inter- 
war period. 

The Government should arrange for trade conferences 
with the United States and the British Dominions, and 
also with Russia and China. These conferences must be 
called by Governments and attended by Government 
representatives, as well as by representatives of the 
industrial, commercial, shipping and financial interests 
of each country. 

The Association’s memorandum on “‘ Education and 
Training of Personnel for Overseas Trade ”’ had created 


widespread interest. Mr. Morgan felt that modern 


business offered as many opportunities for honourable . 


and interesting careers as any of the professions, and 


had equal claims for the provision of University training 


for its recruits. After a few years’ practical experience, 
those who had graduated in appropriate subjects would 
be capable of travelling abroad and upholding respect 
for British trade by reason of their intelligence and 
efficiency. 

The Association welcomed the Government proposals 
for the Reform of the Foreign Service. Their views and 
criticisms on details had been submitted to the Minister, 


The Beveridge Report 

The Beveridge Report had won general acceptance 
by the prospect which it held out for the future welfare 
and happiness of the nation, but its achievément was 
dependant upon certain fundamental conditions. These 
included overwhelming victory; the attainment of 
maximum activity in industry and trade, especially 
export trade ; and the reduction of unemployment to a 
minimum. Every section of the community had an 
obligation as well as a right to work. It was necessary 
to encourage the spirit of contented employment, and 
to discourage idleness and waste. 


Transport 

_ Efficient and economic transport was vital to the well- 
being of the country after the war. All forms of trans- 
port must play the ‘parts for which they were best 
suited. Mr. Morgan expressed the conviction that this 
could best be achieved by the retention of that spirit 
of initiative which private enterprise alone could pro- 
vide. The high efficiency of the railway companies had 
enabled them to render wonderful services during the 
war. The Association had appointed a Committee to 
present the views of traders on various aspects of the 
future organisation of transport. 


“IN PRACTICE” 


The second of the series of ‘‘ In Practice’’ notes con- 
tributed through the Incorporated Accountants’ Research 
Committee is again by a member of the Committee. 

We repeat the invitation extended in our last issue to 
veaders to contribute short notes on a specific aspect of the 
voutine work of a practising accountant’s office. The notes 
should be sent to the Secretary of the Society of Incorporated 


' Accountgnts for the consideration of the Research Com- 


mittee. 
Deed Registers 
In offices where deeds and similar legal documents are 
often received on behalf of clients, a Deed Register in 
card index form will be found to be most useful. A 
convenient ruling for the cards is as follows :— 
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TAXATION 


As was expected from the Budget speech, the Finance 
Bill is a much more modest production than usual, and 
it is possible to deal with it fully in one article. It is 
hardly necessary to recapitulate the provisions regarding 
Customs, Excise and Purchase Tax, though it is inter- 
esting to note the total relief from duty for vehicles used 
for clearing snow (retrospective to October 4, 1942), 
reduction of duty on certain mechanically. propelled 
vehicles used for agricultural purposes, relief from duty 
for vehicles fitted with towing contrivances, and in- 
creased penalties for offences in relation to customs, 
excise and purchase tax. The Court is empowered to 
order an offender to be imprisoned for a term not 
exceeding two years as well as to pay a penalty. 


4 Income Tax 
The standard rate of income tax remains 10s. While 
power is again taken to assess sur-tax on incomes over 
£1,500, the rates for 1942-43 remain as for the previous 
three years, on incomes over £2,000. 
HOUSEKEEPER 
The details of the proposed new housekeeper allow- 
ance are as follows :— . 

(a) The claimant must be entitled to child allowance 
for a child resident with him ; 

(6) A female person must be resident with him and 
maintained or employed by him for the purpose of 
having the charge and care of the child ; 

(c) Neither he nor any other individual must be 
otherwise entitled to housekeeper, child or depen- 
dent relative allowance in respect of the person so 
employed or maintained, or if he or any other 
individual is so entitled, the claim must have been 
relinquished ; and ; 

(d) He must not be entitled to housekeeper allowance 
in respect of any other person. 

The allowance is tax on £50, and not more than one 

such deduction is to be allowed to any claimant for any 


year. 

A male claimant is not entitled to the allowance if he 
is entitled in the same year to the married personal 
allowance, unless throughout that year his wife was 
totally incapacitated by physical or mental infirmity. 
A female claimant is not entitled to the allowance unless 
throughout the year she was either incapacitated as 
above or in full-time employment or engaged full-time 
in some trade, profession or vocation. 

If more than one person is entitled to the relief in 
connection with the same child, the allowance is to be 
apportioned as they may agree, or if they do not agree, 
in proportion to the provisions made for the child’s 
maintenance and education. 

DEPENDENT RELATIVES 

The dependent relative allowance is to be given where 
the relative’s income does not exceed {80 (instead of £50), 
and the allowance is increased from £25 to £50 reduced, 
if the relative’s total income exceeds £30, by the amount 
of the excess. The increased allowance is not to apply 
to a claim for a daughter on whose services the claimant 
is dependent. In the case of relief for relatives denied 
unemployment allowance or public assistance, the limit 
on the allowance is increased to £50. The section is 
not to reduce the allowance to which the claimant 
would otherwise be entitled. 

DIMINUTION OF EARNED INCOME 
The relief provided by Section 11, Finance (No. 2) Act, 


_ and other dispositions. 


ACCOUNTANCY * 169 


The Finance Bill 


1939, is evidently to continue year by year, as it is 
re-enacted for 1943-44. : 
SuNDRY PROVISIONS 

Foreign service allowances to meet the extra cost of 
living outside the U.K. of Crown servants are not to be 
liable to income tax. 

Post-war credits to members of the armed forces, 
V.A.D., special constables, N.F.S., C.D., Observer Corps, 
etc., are exempted from tax retrospectively. 

A settlement by more than one settlor is brought into 
the net of the provisions dealing with certain revocable 


E.P,T. 
Mines, Ort WELLS, Etc. a 

Sand, gravel, asbestos and mica are brought into 
Section 31, Finance Act, 1941 (addition to standard 
profits). 

In the case’ of a trade certified under that Section, 
which includes the mining of metal in the form of ore, 
if the average metallic content of the ore consumed in 
any chargeable accounting period ending after March 
31, 1940, is greater than the average in the standard 
period or such intermediate accounting period as the 
trader Selects (being in either case ore mined by that 
trader), then for that chargeable accounting period the 
cost of obtaining and reducing the ore consumed shall 
be taken to be a sum bearing to the actual cost the same 
proportion as the first-mentioned average bears to the 
last-mentioned average. ; 

In the case of a business which includes the mining 
of metal otherwise than in the form of ore or the getting 
of oil from oil wells, if, to secure additional output, the 
usual practice was departed from and the cost was less 
than if the usual practice had been followed, the normal 
cost can be substituted. Any question under the above 
provisions is to be settled by the C.I.R., with a right of 
appeal to the Board of Referees. Asbestos and mica 
are to be regarded as metals for this Section. 


SUPERANNUATION FUNDS 
In the case of superannuation or similar funds or a 
pension scheme run in the form of policies of insurance, 
etc., no deduction is to be made from profits for E.P.T. 
for payments in respect of back service. If the person 
carrying on the business so elects, however, such a 
payment may be spread back over the periods to which 
the services related. This may affect standard profits. 
DiIsPosaL OF COMPANY’S STOCK AT UNDER VALUE 
Where any stock in trade of a company is disposed of, 
otherwise than for at least its full market value, either 
to, or indirectly for the benefit or by the procurement of, 
any persons who directly or indirectly hold, or are in a 
position to obtain, a controlling interest in the company, 
and any of it is disposed of by any person at a profit but 
in circumstances in which, apart from the new proposed 
provision, the full E.P.T. is not payable or, in the 
opinion of the C.I.R., is unlikely to be recovered, the 
Commissioners may direct— 
(a) that such sum as they specify as equal to the tax 
shall be chargeable as E.P.T.; and 
(6) That such sum shall be a joint and several liability 
of such persons as may be specified in the direction, 
being the company and the persons who, in the 
opinion of the Commissioners, obtained (but for 
this provision) financial benefits as a result of the 
transactions and any other transactions effected 
in connection with or in association therewith. 
The Commissioners may apportion the sum among 
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all or any of the concerned, when it will 
be a joint and several liability of the person(s) to 
whom it is apportioned. 


The full E.P.T. referred to means the E.P.T. that the 
company wou'd have paid if it had disposed of the stock 
at its fal! market value in the ordinary course of trade 

n the date ‘on which it was disposed of, no account 
Being taken of any relief for deficiencies. 

As between those liable, their respective liabilities, 
unless otherwise mutually’ , will be proportionate 
to their financial benefits as a result of the transactions. 

The clause goes on to define the benefits where the 
transaction consisted of a transfer of shares. A direction 
under the clause may be in addition to one under 
Section 35, Finance Act, 1941, and the Commissioners 
are empowered to grant consequential relief. A penalty 
of £500 and £50 a day: is provided for failure to give 
particulars when'they are demanded ; a secretary is to 
be liable as well as the company under this heading. 


‘The clause is retrospective to the commencement of 


E.P.T. , 
APPEALS AGAINST DIRECTIONS 

All the provisions of the enactments relating to appeals 
against assessments to E.P.T. are to be deemed always 
to have had effect with respect to any appeal against 
directions of the Commissioners which lies to the Special 
Commissioners. 

PENALTIES 

The following penalty, etc., provisions, of the Income 
Tax Acts are to be applied to E.P.T. and N.D.C.: 
Section 107, Income Tax Act, 1918 (neglect to deliver 


E.P.T. Wear and Tear 
It will be remembered that Rule 2 of Part I of the 


‘Seventh Schedule, Finance (No. 2) Act, 1939, provides 


that ‘‘ there may be deducted . . . a sum (ascertained on 
the like basis as the amount of a deduction for wear and 
tear is ascertained under Rule6...Cases land II...)...” 
It has been argued on many occasions that the word 
‘‘may ” is permissive, and that, even if wear and tear 
allowance has been claimed for income tax, it need not be 


' claimed for E.P.T. It is understood that the Revenue 


will not agree to this contention and that they are 
adamant that the taxpayer is bound for E.P.T. by what 
he did for income tax. 


E.P.T. ‘‘ Spreading Back ’”’ mapadiene 
When it is held that a deduction is not reasonably and 


; properly attributable to the accounting period, under 


Section 33 (2), Finance Act, 1940, care must be taken to 
see that there is not spread back any part of the expendi- 
ture that arises entirely from increased costs caused by 


the war. In the case of repairs, it is considered that - 


a claim should be made to defer payment of E.P.T. in 
future on an amount equal to the annual “‘ spread back.” 

As for obsolescence, it appears fair to say that the 
spread should only apply to a replacement of an asset 
that is not truly obsolete but merely replaced because it 
is worn out or has ceased to be up to the standard 
of service required: in that case-it is really inade- 
quate wear and tear that is being spread. But if an 
asset is truly obsolete, i.e., superseded by a much im- 
proved asset, it should be claimed that the expense sha 
not be spread ; it is wholly attributable to the period of 
replacement. ‘Under war conditions, however, such a 
case must be very rare. 

Spreading repairs may involve, great — if 


Taxation Notes 


Return, etc.—penalty £20 and treble the tax charge- 
able) ; Section 23 (1), Finance Act, 1923 (proceedings to 
recover any penalty may be commenced at any time 
within six years after it was incurred) ; and Section 34, 
Finance Act, 1942 (evidence in cases of fraud or wilful 
default). “+ . 
‘ Estate Duty 

The reduction in the rate of interest from 3 per cent. 
a per cent. has effect from and including April 13, 
1943. 

In the case of deaths after April 12, 1943, the ex- 
pression “‘ property derived from the deceased ’’ in 


-Sections 30 and 31, Finance Act, 1939 (which provide 


respectively— 

(a) for charging Estate Duty on annuities or other 
interests purchased or provided by persons having 
property derived from the deceased : and 


(6) for disallowing debts to persons having property 
derived from the deceased and charging duty on 
repayment of such debts) 


is‘to include any property which was the subject matter 
of a disposition, made by the deceased, either by himself 
alone or in concert or by arrangement with any other 
person, notwithstanding that the disposition was made 
for full consideration paid to the deceased for his own 
use or benefit, or which represented any of the subject 
matter of such a disposition, whether directly or 
indirectly, and whether by virtue of one or more 
intermediate dispositions, etc. 

There is a saving proviso to exempt grauine trans- 
actions not designed to avoid duty. 


“ deferred repairs ’’ are not claimed for the future, as the 
effect of spreading into standard years is to neutralise the 
expenditure altogether, plus decreasing the standard for . 
the future. ; 


Schedule A : 

There must be hundreds of cases where property own- 
ers who do not employ accountants are not getting all the 
reliefs to which they are entitled. We are confirmed in 
that opinion by the number of cases brought to our 
notice where it has taken much correspondence with the 
Revenue to obtain the relief due, In several cases, relief 
has been categorically refused in the first instance, and 
only pressure has succeeded ‘in getting it allowed. It is 
feared that inexperienced clerical assistance is the cause. 


Compensation Rent 

The compensation rent of requisitioned property is 
not a true rack rent, as the requisitioning authority is 
liable for repairs other than fair wear and tear. It is, 
therefore, the custom to add 15 per cent. to cover repairs, 


thus : 
Compensation Rent .. a oe £60 
Add 15 per cent. os tie ow ¥@ 
69 
Repairs Allowance... hin ~ <4 
N.A.V. .. iXe ee we -. £55 


Farmers’ Accounts 

The new Form 79 D issued for the use of farmers 
who keep only cash accounts seems to be as simple 
as such a form could possibly be made. The notes are 
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well expressed, and used in conjunction with the Ministry 


_ of Agriculture booklets on Farm Book-Keeping and 


Farmers’ Income Tax (to’ which they refer) should 
enable any farmer to complete the form. 

Section I deals with Valuation, with headings for 
all that is likely to be found on the average farm, and 
columns for ‘Number or Quantity” and ‘“ Amount,” 
both for the beginning and end of the year. Section II 
deals with Farm Produce, etc., consumed by the family 
and workers boarded in. The number of persons living 
at the farm (excluding farm employees) and the number 
of employees boarded in has to be stated, followed by 
a schedule of produce: Stock killed for home consump- 
tion, poultry and eggs, milk and dairy produce, etc., 
and ending with private use of motor car and any other 
private expenses included in cash paid out in Section III. 

Section III is the Account. We note with satisfaction 
that, unlike most official forms in the*past, it places ex- 
penses on the debit side and receipts on the credit. 
Cash paid out is itemised under all likely headings, and 
at the foot are :—‘‘ Add (1) Valuation at beginning 


Recent Tax Cases 
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"of year and (2) Farm debts owing. -by me at, end of- 
year, and Deduct Farm debts owing by me at beginning 
of year.” On the credit side are itemised headings for 
cash received, valuation at end of year, and “ debts 
owing to me” at end and beginning of year. “At, the 
foot is a summary: ie 
“ Total right hand column. : 
Total left hand column. . ’ 
Difference which is profit or loss.” : 


Section IV is for wear and tear of machinery and 
plant. All likely types are itemised, with columns 
against each for: (1) cost and year of purchase of 
plant owned at beginning of year (which need not be 
repeated if already given in the past), (2) Purchases 
during the year, (3) Sales during the year. The farmer 
is not required to make any calculations. 

No balance sheet is mentioned, so there is no arith- 
metical check on the single entry, but .to have added 
that would have detracted from what is the aim, abso- 
lute simplicity. 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Schedule D—Company—Policy of insurance against death 
or disability of director—Death of director—W hether policy 
moneys receipts of Company’s business. 

The case of C.I.R. v. Williams’ Executors (C.A., 
February 17, 1943, T.R. 63), was noted in our issue of 
November, 1942, where the facts of the case were set 
out. In the ‘Court of Appeal, the judgment of 
Macnaghten, J., was unanimously approved. The 
Master of the Rolls delivered the’ sole judgment, and 
it contains some valuable dicta. He declared, ‘‘as a 
purely general proposition, that in the case of a ‘trading 
company goods and services fall into the same class 

. the expenditure incurred by a person in securing 
the services of his employees, and the benefits derived 
from those services, reflected as they are in the output 
nd profits of the employer, are, again generally speaking, 
of a revenue character.’’ Referring to, but not naming, 


the Gliksten case (1927-9, 14 T.C. 364, A.C. 381), ifthe whole’ 


of the stock was sold or was destroyed by fire and the 
insurance money was received, there could be no ground 
for differentiating between the purchase money and the 
insurance money; and so it was in the case of such 
a policy as that under consideration, Under the policy, 
the company was to receive {50 per week during dis- 
ablement of the director and £15,000 in case of death 
by accident ; and he declared that there was ‘“‘ no magic 
here in the distinction between a lump sum and a periodi- 
cal sum... . 
there can be between a case where the insurance takes 
the form of a weekly payment and a case where it takes 
the form of a lump sum payment to cover some defined 
period. Similarly, in the case of death, the fact that 
a lump sum is paid cannot, in my view, differentiate 
the case from one where a periodical payment is made 
year by year under a policy during the unexpired part 
of the contract of service.’ 

He was not prepared to lay down any gentral proposi- 
tion that the test in the case of payments is necessarily 
the same as in the case of receipts. He thought, how- 
ever, that, from the broader point of view, assistance 
was to be obtained from cases dealing with expenditure. 
In Mitchell v. B. W. Noble, Lid. (1927,-1 K.B. 719, 
11 T.C. 372), the sums paid to get rid of a servant were 
admitted as deductions, and it did seem to him to follow 


I myself.cannot see what difference © 


that the money received by a company in réspect of 
the loss of a beneficial contract of service fell into the 
same category and, apart from the non-existence of 
any actual contract, that was the case before them. 
He also considered that the Privy Council decision in 
R. v. B. C. Fir and Cedar Lumber Co., Lid. (1932, A.C. 
441), that the receipts under a loss of profits insurance 
policy were of revenue character was as to this of general 
application. 

The above note is necessarily inadequate; and, in 
any case with points of similarity, it will be desirable 
to study the judgment carefully. 


ad 


' Sur-tax—Income received in one year—Attributable to 


more than one year—Undistributed income of investment 
company—Dividends included Sor same vear—F.A. 1922, 
S.21—F.A. 1927, S.34—F.A. 1936, S. 20 (1)—F.A. 1939, 
S. 14 (1). 

George Gollin v. C.I.R. (C.A., February 18, 1943), was 


- noted in our issue of December, 1942. The company 


affected was an investment company and, owing to 
the dual operation of S. 21 (1) of F.A., 1922, and S. 14 (1) | 
of F.A., 1939, in appellant’s sur-tax assessment for 1938/9 
there had been included the dividends accrued due for 
1937/8 declared at the beginning of 1938/9, £4,965 
and also his proportion of the actual income of the - 
company for 1938/9, £4,989, making a total for 1938/9 
sur-tax of £9,954. 

Section 34 of F.A., 1927, was enacted to remedy the 
injustice which could arise owing to sur-tax being a 
graduated tax. The Special Commissioners had applied 


’ the section by excluding the £4,965 in respect of 1937/8 


dividends from the 1938/9 assessment and transferring 
the amount to 1937/8, thus creating a similar injustice 
for 1937/8. Magnachten, J., had declared that to get 
the correct solution it was necessary to go right back 
ee Si ee ee ae 
give such relief as is just.”” In the Court of A 

the Master of the Rolls, giving the judgment of the 

said that the words of Section 34 of F.A., 1927, gave 


_ the Special Commissioners the widest possible discretion 


to do what appeared to them, as just-minded men, to 
be just in the circumstances of the case. This did 
not mean that they could take into consideration 
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irrelevant matters such as a man’s family affairs. 
The Special Commissioners had considered that their 
powers were limited whilst Macnaghten, J., had gone 
to the opposite extreme. Now the Crown agreed that 
the discretion of the Commissioners was not limited 
to any particular formula whilst appellant’s counsel 
accepted the view, which the Court held to be correct, 
that the discretion given to the Commissioners to do 
justice was of the widest possible description. The 
order would, therefore, be to discharge the order of 
Macnaghten, J., save in so far as it declared that the 
determination of the Special Commissioners was errone- 
ous, and to refer the matter back to them with a direction 
to give such relief as appeared just having regard to 
all the circumstances of the case and the principles 
laid down. , 

The only comments the present writer has to make 
upon the result of this case is that, although the two 
previous attempts to solve the problem were clearly 
unsatisfactory, if the observation is permissible, the 
final result is suggestive of ‘‘ again passed to you, 
please.” 


Income tax—Transfer of assets abroad—To avoid British 
death duties—W hether to avoid ‘‘ taxation” includes Estate 
Duty as well as income tax and sur-tax. F.A., 1936. 
Section 18. 

In C.I.R. v. Sassoon (C.E., February 11, 1943), the 
appellant and his wife had transferred assets to a Swiss 
company, and the Special Commissioners had decided 
that the avoidance of income tax and sur-tax was not 
contemplated when the transfer was made and, following 
the decision of Macnaghten, J., in McDonald v. C.I.R. 
(1940, 1 K.B. 802, 23 T.C. 449), had held that Section 
18 (1) of F.A., 1936, did not apply. This decision was 
unanimously reversed by the Court of Appeal. Scott, 
L. J., who gave the only detailed judgment, held that 
the proviso to sub-section (1), which was not part of 
the taxing part of the section, but gave relief where 
the main purpose of the transfer and associated opera- 
tions was not the avoiding of liability to taxation, 
did not require a strict interpretation of the word 
“taxation” in favour of the taxpayer but called for 
a liberal interpretation ir? favour of the Crown. 


Income-tax—Settlement—Tax-free annuity—Declaration 
by settlor that annuity to be enjoyed free of income-tax— 
Direction to trustees to pay income-tax thereon in addition 
to annuity—Whether agreement for payment of annuity 
in full—Income Tax Act, 1918, General Rules 19, 21, 23— 
Finance Act, 1941, Section 25. 


In In ve Goodson (Ch. Div., ‘Jan. 13, 1943, T.R. 15), 


. a settlement comprised 100,000 fully-paid preference 


shares and the trust funds comprised the residue of 
those shares. The trustees were directed to pay certain 
annuities, as a first charge upon the income, by equal 
quarterly instalments commencing at the end of three 
months from the settlor’s death. Each of the annuitants 
was to enjoy her annuity free from income-tax and the 
trustees were directed to pay, in addition to each 
annuity, the income tax payable in respect of it after 
allowing for the personal reliefs to which she might be 
entitled. 

Uthwatt, J., said that, apart from Rule 23 of the 
General Rules, Income Tax Act, 1918, the effect was 
that the annuitant entitled to £4,000 annuity should 
have as spending-money {£4,000 subject only that in 
ascertaining the spending-money it had to be assumed 
‘that she got the personal reliefs to which she was 
entitled under the Acts. In other words, if she had no 
other income at all, she would have £4,000 to spend, 
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neither more nor less, as the result of the disposition 
of the settlor. The trust fund was to get the benefit 
which resulted from the right to recover tax suffered 
by a person in respect of part of her income. 

Turning to the General Rules, by Rule 19 the payer 
of annuities paid out of profits or gains brought into 
charge was entitled but clearly not bound to deduct 
tax. Under Rule 21, on moneys not payable out of 
profits or gains brought into charge, tax had to be 
deducted and accounted for to the Revenue. Then, 


‘by Rule 23, a refusal to allow deduction involved a 


penalty of £50, whilst every agreement to pay interest, 


' rent, or other annual payment in full was to be void. 


If Rule 23 applied, tax had to be deducted from the 
£4,000 and also, he assumed, from the further sums 
directed to be paid. He held, however, that there was 
no such agreement. The point and form of the settle- 
ment was that the’settlor made no agreement with any- 
body but did state what rights attached to the funds in 
the hands of the trustees. The result was “ to create 
equitable interests, proprietary interests, in the funds 
and in the income of the funds in the hands of the 
beneficiaries.’’ It might be difficult to define accurately 
the proprietary interest of an annuitant in a fund, but 
he had no doubt that he had some equitable interest. 
His rights did not depend upon an agreement and no 
annuitant under the.deed could sue the settlor. If an 
annuitant wanted to enforce her rights, she would not 
sue the trustees in contract or on the agreement but 
would seek to enforce her proprietary rights in the funds 
held by the trustees. Rule 23, therefore, had no appli- 
cation. 

His lordship, in view of the importance of the case, 
suggested that it should be taken to appeal. He oo 
that the view he had expressed was one not commonly 
held amongst the profession and that he held “ some- 
what revolutionary ideas on this subject.”” He gave a 
declaration that the annuities were payable free of 
income-tax, subject to the provisions of Section 25 
of Finance Act, 1941. 


. 


Schedule D—Loan to building company—Conveyance of 
freehold ground rents created to lending company under 
agreement—Interest to be waived if obligations performed 
—Partial performance by building company—Release from 
further liability—Whether difference between amount of 
loan and value of ground rents assessable profit. Income 
Tax Act, 1918, Schedule D, Case Iii, Case VI. 


Ruskin Investments, Ltd., v Copeman, (C.A., March 5, 
1943, T.R. 79), was noted in our issue of December, 
1942. The facts of the case are indicated by the head- 
ing ; but it is necessary to add that the two companies 
were private companies with two shareholders in each, 


. those of the building company beinga brother and a 


brother-in-law of those in the lending company. It was, 
in fact, a family affair. The argument that the scheme 
was one of the sale and purchase of the ground rents, 
and that the excess of their value over the amount 
of the loan was a capital profit, had failed before Mac- 
naghten, J., and found no favour in the Court of Appeal. 
The Master of the Rolls described the agreement in 
the case as “‘ a curious document, and perhaps it is not 
unfair to say that anything less like a contract of sale 
and purchase I have never seen.’’ As to the argument 
that, as the satisfaction of the “ so-called loan” was 
not cash but the transfer of ground rents, it necessarily 
stamped the character of sale and purchase on the- 
transaction, because the appellant could not sue for the 
loan but only for specific performance or for damages, he 
did not accept it. If the borrower refused to. transfer 
the ground rents, the obligation to accept them in 
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satisfaction no longer prevailed, and the appellant could 
sue for repayment of the principal as well as the interest. 
Even if this were wrong, the provisions as to interest 
made it impossible to argue that the case was one of 
sale and purchase. The appellant had realised a profit 
of an income nature, not in cash but in kind. He agreed 
with the Special Commissioners and Macnaghten, J. 

Scott, L. J., after a close analysis of the agreement, 
said that he was compelled to reject the sale and purchase 
argument because he could find no provision in the 
document which was necessarily inconsistent with the 
idea of a loan. He considered that the profit was 
taxable under Case VI of Schedule D. He expressed 
no opinion as to Case III, although Macnaghten, J., 
had endorsed the Special Commissioners’ decision that, 
failing Case III, Case VI applied, and the Master of the 
Rolls had found their view unassailable. 

Leave to appeal to the House of Lords was refused, 
and the net- result, apparently, is that the whole of 
the profits will be assessable, including in the receipts 
the value of the ground rents created and not merely 
their cost, as would have been the case, had there been 
only one company and no scheme. (B. G. Utting & Co., 
Lid. v. Hughes, 1940, A.C. 463, 23 T.C. 174). 


Schedule D—Case V, Rule 2—Advances to foreign com- 
pany—Notes issued at discount repayable at premium— 
Whether differences between advances and repayments 
capital or income. 

Lomax v. Peter Dixon & Son, Lid. (K.B.D., January 25, 
1943, T.R. 27) was a.case of a type of transaction which 
has become common in recent years. The respondent 
company was manufacturing newsprint in the U.K. 
In 1930 it formed a Finnish company to supply it with 
wood pulp. The latter was a 100 per cent. subsidiary 
of the respondent company but was controlled abroad, 
all its directors being Finnish nationals. It erected 
mills in Finland and the respondent made advances 
to it which by 1933 amounted to £319,600. By an 
agreement of November, 1933, repayment was to be 
by instalments over a period of years; and the re- 
spondent received 680 notes, numbered consecutively, 
of £500 each, aggregating £340,000, ie. £20,400 more 
than the debt. These notes were issued at 94 per cent., 
i.e. at a discount of 6 per cent., and were to carry 
interest at 1 per cent. above the lowest Finnish bank 
rate. They were payable at different dates, Nos. 1—100 
upon November 15, 1933, and 29 on each April 6 follow- 
ing. The last batch were payable on April 6, 1953. 
Each note was repayable at 20 per cent. premium, so 
that for each {470 advanced the respondent was to get 
£600; but the premium of 20 per cent. was not to be 
payable if the profits for the preceding year were in- 
sufficient to pay it. 
bank rate was not in fact paid. 

The first 100 notes were paid in November, 1933, but 
no premium was paid and the respondent only benefited 
by the discount of 6 per cent. On April 6, 1934, and 
the four following years the Finnish company paid off 
29 notes together with the premium of 20 per cent. 

The Special Commissioners had held that these were 
capital sums; but Macnaghten, J., reversed their 
decision. He said that the Crown had argued that in 
respect of each note of £500 only £470, and no more, 
was a capital receipt and that the discount and the 
premium were the consideration for permitting the 
repayment to be spread over a series of years, or, in 
other words, interest on money lent. The respondent, 
however, said that the parties had capitalised the 
advances of {£319,600 at {£340,000 plus £68,000 the 
aggregate of the premiums and that the case was 
analogous to the issue of debentures at a discount or 


The interest at one per cent. above . 
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repayable in the future at a premium. He did not 
think that the analogy held good because here the 
notes were in discharge of a pre-existing debt. It had 
further been argued that since the notes earned interest 
at the prescribed rate the result of holding the 6 per cent. 
discounts to be interest was that interest was made 
chargeable on interest; but the answer was that com- 
pound interest was none the less interest. There was no 
ground for holding that either the discount or the 
premium was a capital receipt. 

In general principle, the case would seem.to be similar 
to that of C.I.R. v. Thomas Nelson & Sons, Lid. (1938, 
S.C. 816, 22 T.C. 175), where the Court of Session also 
decided in favour of the Crown. That case was not, + 
however, referred to in the judgment. Capitalisation 
of interest is still a largely unexplored legal field and 
presents some of the knottiest of problems. 


Tax-free annuity—Will before September 3, 1939— 
Codicil confirming will after that date—Whether will made | 
before September 3, 1939—F.A., 1941, Section 25. 

In ve Tredgold (Ch. Div., December 18, 1942, T.R. 
353), was a case in which the point reserved by the Court 
of Appeal in In ve Waring (1942, 1 ch. 426, T.R. 155), 
noted in our issue of November, 1942, was considered by 
Simonds, J. Testator by his will, dated March 23, 1936, 
directed his trustees to pay his widow “ £500 a year 
clear of all deductions whatever whether for income tax 
or any other purpose.”” On August 20, 1941, he made a 
codicil which did not touch the annuity but concluded 
with the words: “ In all other respects I confirm such 
will.” He died in November, 1941. Simonds, J., after 
considering a number of cases, decided that the con- 
firmatory clause distinguished the case from In re Waring 
and that the provision for the widow’s annuity was made 
after September 3, 1939. ‘‘ The fact that he makes a 
codicil shows that he is reviewing his testamentary dis- 
positions and, reviewing them, he in effect says :— 
‘ This and this I want to alter; this and this I want to 
stand.’ He is there and then stating by reference to an 
existing and identifiable document his last and final 
wishes. He is, in fact, making his last will.” 

The judge stated that he was conscious that the 
distinction was a fine one; and it remains to be seen 
whether his finding will be upheld if the point goes to the 
Court of Appeal. 


Income from farming—Partnership—Whether compul- 
sorily assessable under Schedule D—F.A., 1941, Sections 
10, 11. 

In C.I.R. v. R. and J. Houston (Court of Session, 
December 8, 1942, (1943) T.R. 89), the respondents 
were two partners farming land the total annual value 
of which was £367. The firm appealed against an 
assessment under Schedule D upon the ground that the 
question whether a firm was exempt from assessment 
under Schedule D had to be determined by considering 
the proportionate shares of the partners in the total 
annual value of the land occupied. The General Com- 
missioners allowed the appeal; but their decision was 
reversed by a unanimous Court, which held that under 
Section 11 (4) of F.A., 1941, a partnership had to be 
treated as an individual, and that if the total annual 
value exceeded £300, the partnership was assessable 
under Schedule D. 

The wording of Subsection 11 (4) is sufficiently clear ; 
but that of Subsection 11 (1), which deals with cases 
where there is individual occupation either without or 
with partnership occupation presents difficulties in 
regard to the latter type ; and it is to be noted that, of 
the three judges, Lords Normand and Fleming expressly 
refrained from dealing with the problem. 
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The Month in the City 


FINANCE 


The Stock Exchange and North Africa. 
At the close of the North African campaign the Stock 


_ markets gave an interesting illustration of the fact that 


what is good news is not necessarily good market news. 
The initial result was some profit-taking and bear-selling 
which caused quite considerable falls in the gilt-edged 
and home railway markets. The reasoning behind this 
apparent paradox was that current prices in these two 
sections depend on a relatively long war. Consequently 
anything which shortens its expected duration calls the 
present level of values into question. In the case of, 
gilt-edged, some aspects of the American and British 
currency plans had strengthened the views of those who 


' maintain that it will be more difficult to maintain 


“‘ cheap ’’ money after the war than it is now. Consider- 
ations of this sort help to explain the fact that the 
Actuaries’ Index shows a decline from 3.05 per cent. to 
3.08 per cent. in the yield on 24 per cent. Consols over 
the month of April. Opinion, however, is far from 
unanimous about the future course of interest rates. 
Apart from the fact that Government spokesmen are 
constantly speaking of the maintenance of “‘ cheap” 
money after the war, there is nothing in either currency 
plan to suggest that countries would be called upon to 
deflate their credit structures in order to maintain the 
external value of their currencies. There was, however, 
a fear that the American plan’s insistence on exchange 
freedom for ordinary commercial transactions might 
permit a leakage of funds which would hamper domestic 
credit policy. On this point it may be significant that 
gilt-edged prices rallied on the day following Sir Kingsley 
Wood’s assurance that exchange control would be main- 
tained for a period after the war. 


The Currency Debate. 

Considering the complexity of the matter under dis- 
cussion, it is generally agreed that the Parliamentary 
debate on post-war currency plans, which took place on 
May 12, achieved quite a high standard. There were, it 
is true, one or two errors of analysis. Some members,’ 
for instance,. unjustly stigmatised the White Plan as a 
return to the gold standard. The White Plan certainly 
lays more emphasis upon gold than the British scheme, 
but it is a long way from the automatic system whereby 
the volume of domestic credit was dependent upon the 
size of a country’s gold holdings. Sir Kingsley Wood, 
in his speech, laid down three aims of Government 
policy :—1, to provide the mechanism whereby inter- 
national balances could be freely cleared ; 2, to provide 
a reasonable stability of exchanges ; and 3, to provide 
some temporary international monetary facilities to 
countries whose economies have been dislocated by the 
war. The Chancellor, while stressing the merits of the 
Keynes plan, was at pains not to differ too drastically 
from the White proposals. Thus, he stated quite cate- 
gorically that the principle of voting rights outlined in 
the Clearing Union was of secondary importance. It will 
be remembered that under the Keynes plan a country’s 
voting power was to be based on the volume of its inter- 
national trade, while the White scheme would make it 
largely dependent on gold holdings. On the question of 
gold, Sir Kingsley Wood maintained that the producer’s 
position would actually be improved under the Clearing 
Union, since this would guarantee a secure outlet. There 
was one point on which a difference of opinion might 
arise, but on which the Chancellor’s statement of policy 
was quite decided. He said that it would be necessary 
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for this country to control foreign exchange dealings after 
the war, for a period sufficient to ensure that exchange 
resources are devoted to essential imports, and probably 
for a longer period in order to prevent speculative capital 
movements. 


The Finance Bill. : 
The E.P.T. concessions sketched by Sir Kingsley 
Wood in his Budget speech have now been elaborated in 
the Finance Bill, 1943. The Chancellor only mentioned 
sand and gravel as the products to be added to the list 
of those already qualifying for the ‘‘ wasting assets ”’ 
concession. The Finance Bill, however, adds asbestos and 
mica. The procedure for oil and mining companies, 
whose exploitation of richer deposits now will mean the 
working of*poorer deposits at higher cost after the war, 
is laid down in Section 21. Under the provisions of this 
Section, costs for E.P.T. purposes will be calculated by 
increasing the actual cost in the proportion which the 
metallic content in the chargeable period bears to that 
in the standard period or some other period chosen by 
the producer. It is difficult to gauge what this compli- 
cated provision will amount to in practice, and there has 
been no appreciable market response. The attention 
which the Chancellor devoted to terminal losses—that 
is to say, the expenses of changing back to.peace-time 
working—has, however, encouraged the hope that E.P.T. 
will not survive the war by very long. After the last war 
relief for falling stock values involved the Treasury in 
heavy repayments, since a deflationary period had 
already begun. The fact that the Chancellor seems willing 
to undertake even more comprehensive commitments for 
terminal losses this time suggests yet again that a repe- 
tition of deflationary circumstances is not anticipated. 


Directors’ Responsibility. 

In September of last year the Stock Exchange Com- 
mittee for General Purposes made it a condition of ob- 
taining permission to deal that “ the prospectus, circular 
or advertisement relating to the security concerned shall 
state all material provisions of the articles of association 
and/or trust deed for the indemnification of the directors 
and/or trustees.’’ The Committee has now gone a step 
further, and the new amendment reads as follows :— 
“The prospectus . . . shall make such disclosure as the 
Committee shall require of provisions of the articles of 
association and/or trust deed for indemnification of the 
directors and/or trustees and/or their relief from respon- 
sibility.” The addition of the last phrase is, of course, 
the material change. The new wording also makes it 
clear that it is is for the Committee to decide what 
constitutes adequate disclosure. 


MODERN RECORDS AND PAPER 


SALVAGE 


The British Records Association has issued a leaflet on 
““ Modern Records: What May We Destroy?’”’ The leaflet 
(B.R.A. Memorandum No. 7) may be obtained free on applica- 
tion to the Honorary Secretaries of the Association, c/o 
Public Record Office, Chancery Lane, London, W.C.2. It 
should be of great assistance to those who wish to answer the 
national call for paper and to clear valuable office space, but 
are desirous not to destroy documents which may be of histori- 
cal value and are also hampered by shortage of staff. After a 
brief discussion of general principles, schedules are given of 
documents which it is desirable to preserve and of those 
which may generally be destroyed. 
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= Potnes: frome Publidhed Ancounts 


Imperial Chemical Industries 

Because of the new paper regulations the report and 
accounts of Imperial Chemical Industries have lost some 
of their usual detailed informativeness. But the job of 
making the best use of permitted type-space 
done so efficiently that critics of the Paper Control have, 
frankly, had much of the ground cut away from under 
their feet. Besides the directors’ report, and the balance 
sheet and profit and loss account of the parent company, 
there are a consolidated balance sheet and a consolidated 
income statement relating to the group as a whole as well 
as a comprehensive survey by the chairman. Comparative 
figures are appended everywhere except in the parent’s 
profit and loss account, though why this should be given 
different treatment is not at all clear. Interesting as they 
are, the changes enforced by the paper regulations are 
subsidiary to those revealed in the revenue figures. The 
trading profit of the group has risen by 12 per cent. 
from {18,403,870 to £20,616,996, and only part of this 
improvement is negatived by heavier taxation— 
£9,720,172, against £8,761,554. It is the unusual practice 
to disclose the total of the E.P.T. charge in the pre- 
liminary statement or the chairman’s speech but not 
to show this item separately in the accounts. We know 
that this time over £7,200,000 has been absorbed under 
this head. It is a large sum, but the increase shown over 
the previous year’s {6,400,000 is small in relation to 
the improvement in trading profit—an observation which 
remains true even if we scale down this improvement 
by assuming that an extra £572,000 provided for de- 
preciation and obsolescence (taking £3,617,399 all told) 
has been allowed as an expense for tax purposes. The 
result is that the parent company is able to show a net 
surplus of 6,499,859, against 45,982,106. This is an 
even greater achievement than appears at first sight, for 
in 1941 the company met £284,000 of its total tax 
liability by utilising provisions made in previous years, 
and, moreover, this time the subsidiaries have retained 
£164,138 of the year’s earnings, instead of £67,908. The 
explanation rests partly in the improvement of the E.P.T. 
standard in tune with the growth of the amount of 
capital employed, but the chairman’s reference to “a 


has been - 


reduction in past provisions for taxation liabilities ’’ is 
‘probably more significant. At any rate the (£801,607 
which the company is able to add to reserves and carry- 
forward can be taken as exceeding ‘the total of War 
Damage Contributions (£351,595) charged to contin- 
gencies reserve and A.R.P. expenditure (not disclosed 
this fime but involving £488,000 in 1941) charged to 
capital. This is in contrast to the position in each of the 
two previous years, when there was a heavy drain upon 
true reserves in paying the usual 8 per cent. dividend, 
now repeated ; and it is unexpected to find such an 
improvement occurring within the framework of 100 
per cent. E.P.T. 


Stewarts and Lloyds 


Another important set of balance sheet changes, this 
time emphasising the desirability of a consolidated 
statement of accounts, is disclosed by Stewarts & Lloyds. 
During the year the company took over the assets and 
liabilities of one of its subsidiaries, and shareholdings 
in these companies stand lower at /4,852,768, instead 
of £5,248,821. So far from this transaction being reflected 
in an increase in the fixed assets under the company’s 
immediate control, these have been reduced from 
£10,079,337 to £9,708,381. The total of trading assets, too, 
is only slightly higher. A bank loan of £200,000 taken over 
from the absorbed subsidiary now figures as a liability — 
it is not repayable until the end of 1946—but the com- 
pany’s own bank indebtedness, amounting a year ago 
to £1,000,000, has been eliminated. This has been accom- 
plished although general creditor balances show no im- 
portant change, and despite a reduction from £5,220,637 
to {4,897,031 in tax, maintenance and contingencies 
reserves. Moreover, the company has acquired tax 
reserve certificates of £1,000,000 and raised its cash 
holdings from £338,206 to £772,725. This greater liquidity 
is due to the fact that advances to subsidiaries on current 
account have been reduced from /1,728,962 to £370,202 
while amounts owing to those companies have been 
increased from £509,444 to £1,310,692. Buf without a 
consolidated balance sheet it is not possible to read the 
significance of these movements. 


Publications 


A Series of Three Lectures. (Incorporated Ac- 
countants’ Students’ Society of London and District.) 

The Committee of the London Students’ Society has 
again published the lectures delivered to the Society in 
a booklet, this time of 48 pages covering the three very 
instructive and interesting lectures delivered in the 
Autumn of 1942. Not only are the lectures printed in full 
but the discussions are also given, enabling those who 
were unable to attend to benefit by the answers of the 
lecturers. ' 

Mr. Roland Burrows discusses ‘‘ The legal background 
of the Accountant,” and his exposition of the subject is 
of special value to the student as coming from the 
examiner; not only should the student make himself 
well acquainted with the law as it affects accountancy 
practice, but it is very important that those members 
who completed their examination preparation some years 
since should refresh their memories from time to time. 
Students will be particularly interested to note the sug- 
gestion in the discussion that the Law of Evidence should 
predes oay to the subjects in which the Society examines 

ents. 


-Mr. O. R. Hobson, who is the City Editor of the News 
Chronicle, discusses ‘‘ Accountancy and Post-War Econ- 
omics.”” His lecture is an essay in applied economics, 
considering the case for planning in the post-war world, 
and it is probable that he will carry most of his readers 
with him in his rejection of the systems of planning which 
imply a detailed plan prepared at the centre covering 
the whole. activity of industrial life. He expresses his 
preference for a system which finds room for a good deal 
of private enterprise, whilst at the same time proposing 
that such private enterprise should be subject to a system 
of rules. Indeed! many will hold the opinion that the 
spate of rules now suffered by the public will give rise to 
a violent reaction in due course. The most important of 
the rules, in Mr. Hobson’s estimation, is to be the re- 
quirement of reasonably full disclosure in company 


accounts, and in this accountants will agree with him. 


Mr. Percy Hughes, who is the assistant editor of 
Taxation, discusses ‘‘ Income Tax—Practical Points on 
E.P.T.,”’ by which he means practical points on the appli- 
cation of income tax rules to excess profits tax. He does 
not confine himself strictly, however, to the income tax 
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rules, but covers a wide range of E.P.T. points. How- 
ever well versed a practising accountant may be in the 
subject, he will find this lecture well worth reading. The 
reference made to royalties gives the view generally held, 
but it is possible that the Inland Revenue may have 
something further to add in the future. As one reads the 
— Legal 
COMPANY LAW 

Aliens—Trading with the Enemy Act; 1939—Control of 
Winding-up by Board of Trade—No right of creditor to 
vefer questions to the Court. 

In Re The Banco Commerciale Italiana, (1943, 1 All 
E.R., 480), Bennett, J. considered questions arising from 
a special kind of winding-up, namely a winding up only 
of that part of a company’s business which was carried 
on in this country. The company was a bank, established 
under the laws of Italy, carrying on all kinds of banking 
from two offices in London ; the head office was in Milan. 
By an Order made under the Defence (Trading with the 
Enemy) Regulations, 1940, in September 1940 it was 
ordered that the business of the bank carried on at its 
London offices should be wound up. A controller was 
appointed. Powers were conferred on him exercisable 
without reference to the Board of Trade, but the payment 
of creditors, and compromises or arrangements in respect 
of any debts or claims against the company, required the 


sanction of the Board. Bennett, J. held that :—(i) a 
winding-up order under the regulation created a new 


entity for the purpose of winding-up, namely the business. 


ordered to be wound up ; (ii) the winding-up was not by 
a court of law carrying out statutory duties, but by the 
Board of Trade carrying out duties imposed upon it by 


the regulation as an act of State ; (iii) the controller was . 


the officer and agent of the Board of Trade and respon- 
sible only to them for his actions} (iv) the reference in 
the Order to the Companies Act was only for ascertaining 
and defining the powers of the controller and did not 
import into the regulation statutory provisions and rules 
as to the ascertainment of creditors and claims against 
the company ; (v) it was for the Board of Trade to decide 
’ whether a person was a creditor, and although the Board 
could refer that question to the court, the person claim- 
ing to be a creditor could not do so. 


EXECUTORSHIP LAW AND TRUSTS 
Wills—Gift over—‘‘ After the termination of the present 
war ’’—void for remoteness. : 

The difficulties arising from the phrase “ after the 
termination of the war’’ were exemplified after 1918, 
when the official date of the end of the war was declared 
to be a date nearly two years after the signing of the 
armistice. Testators and others must also be careful not 
to offend against the perpetuity rule. It is not pessimism, 
but a strict adherence to legality, which decrees that it 
cannot definitely be said that this war will not last for 21 
years. Therefore, as the rule against perpetuities requires 
that a gift shall vest in interest within 21 years where no 
life is mentioned, a gift over, which is not in favour of a 
charity, and which is not to vest in interest until the end 
of the present war, is bad for perpetuity. In Re Engels, 
National Provincial Bank v. Mayer, (1943, 1 AllE.R., 506), 
the testator, by his willdated November 1939, bequeathed 
a sum of War Loan to the endowment fund of the German 
Evangelical Church, Bradford, ‘‘ provided that after the 
termination of the present war with Germany, services in 
the German language be held in the said church.” If the 
said legacy should fail, the testator directed that it should 
fall into residue. At the hearing it was proved that the 
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. comments upon standard profits, working proprietors, 
controlling interest, directors’ remuneration, etc., one is 
surprised at the amount of useful information which can 
be packed into so small a compass. 

Altogether, a booklet whose value is quite out of pro- 
portion to its size. 


Notes © 


church in question was founded in 1882 and was a 
charitable trust. The pastor must have been educated at 
a German University and ordained by some German 
ecclesiastical authority and elected by the congregation. 
The regulations of the church also provided that at all 
the services the German language was to be used. During 
the war of 1914-18 the use of the German language at the 
services was discontinued. That was why the testator 
made his present proviso in regard to language. Uthwatt, 
J. construed the bequest as a gift of capital to the trustees 
upon trust to apply the income to the charitable pur- 
poses of the endowment fund, subject to a gift over in 
favour of residue if after the present war services ceased 
to be held in German. But as it could not be stated with 
certainty that this war would end within 21 years, the 
gift over in favour of residue failed. 


Executors—Order of application of assets—pecuniary 
legacies to be paid before testamentary expenses—Ad- 
ministration of Estates Act, 1925. 

In Re Anstead (1943, 1 All E.R. 522), Uthwatt, J. 
decided a case of importance to executors. The Adminis- 
tration of Estates Act, [925 mentions the retention of a 
fund to meet any pecuniary legacies, but does not 
expressly say that they are to be paid first. The previous 
rule was that testamentary expenses must be paid first. 
The matter is important only where the residuary 
personalty is insufficient to provide for both testamentary 
expenses and legacies. Uthwatt, J. held that, having 
regard to the 1925 Act, the funeral and testamentary 
expenses and debts were not a first charge on the personal 
estate, and that in this case the whole of the personal 
residuaty estate, other than the part directed to be set 
aside for the wife’s annuity, should be made available 
for the pecuniary legacies. Therefore estate duty would 
only be payable on such legacies if, and so far as, the 
personalty was insufficient to meet them and they had 
to be satisfied out of the real estate. The testator, whose 
estate was solvent, gave his wife a legacy of £10,000 
free of duty and also gave pecuniary legacies to 
other persons, not free of duty, amounting to £45,000. 
He also directed that his wife should be paid an annuity 
of £600 after deduction of tax. His executors were to 
appropriate a sum out of his personal estate in satis- 
faction of the annuity, and to hold the residue of the 
real and personal estate on certain specific trusts. After 
payment of his testamentary expenses and debts, his 
personal estate was insufficient to set aside the sum 
required to meet the annuity and pay the legacies in full. 

INSOLVENCY 
Bankruptcy—Failure to apply under Liabilities (War- 
Time Adjustment) Act, 1941, not a proper ground for 
refusing discharge. 

In Re Benjamin, The Bankrupt v. The Official Receiver 
(1942, 1 All E.R. 468) the Chancery Division, on appeal 
from the County Court, decided that the existence of 
the Liabilities (War-Time Adjustment) Act, 1941, does 
not preclude a debtor from availing himself of proceedings 
under the Bankruptcy Act, 1914. The debtor was 
mobilised in June 1939, since when he had been serving 
in the Forces. Early in 1942 a claim was made against 


06. & ob. & ob. 


= ae . . 
ae . ee | 
oe ty 
os S po 
Be eas 
ek ) 
6", : : 
ah | 
aoa ) 
‘ 
‘ 
| : 
} 
v, s | 
: 
| 
: | 
te | 
- | 
. : | 
| 
| J 
; 4 
| { 
of ) 
: 2 
: r 
ae 
wie. 
: 
* Pa 
a <= 
pate Le 
es ey 
| ] 
nae . 
geen 
i ie 
3 i 
i 
| g 
| t 
| C 
rm s 
a 
. ‘ ‘ 


June, 1943 


him for payment of £2,261 under a continuing guarantee. 
He was advis®f to file his petition, which he did in June, 
1942, and a receiving order and order of adjudication 
were duly made on the same day. His gross liabilities 
exceeded {7,000 and no assets were available for un- 
secured creditors. In October 1942, the debtor applied 
in the County Court for his discharge. In purported 
exercise of his discretion under Section 26 of the Bank- 
ruptcy Act, 1914, thecounty court judge refused the appli- 
cation. The Official Receiver reported that the bankrupt’s 
assets were not equal to 10/- in the pound on the amount 
of his unsecured liabilities, but that his conduct during 
the bankruptcy proceedings had been satisfactory. After 
considering the Official Receiver’s report, the county 
court judge adjourned the application for a further 
report as to whether or not the debtor was justified in 
filing his petition instead of availing himself of the 
protection given by the Liabilities Adjustment Act, 
1941. In February 1943, the judge, having considered 
a supplementary report from the Official Receiver, said 
he was not satisfied that the liabilities could not have 
been adequately dealt with under that Act, and he there- 
fore refused the application for discharge. On appeal, 
Morton and Uthwatt, JJ. decided that that was a wrong 
view, and that the bankrupt had pursued a perfectly 
proper course. In exertising his discretion the county 
court judge had taken into account an irrelevant matter. 
It would not be justifiable to refuse an order for discharge 


merely because the bankrupt’s assets were less than 10/-' 


in the pound on his unsecured liabilities. A discharge was 
granted, subject to six months’ suspension. 


Bankruptcy—Receiving Order—Petition by secured cred- 
itor without giving credit for value of security—Receiving 
Order rescinded. 

In Re A Debtor (No. 6 of 1941, Northampton County 
Court), the Court of Appeal decided an interesting point 
affecting secured creditors. The appellant applied to set 
aside a receiving order which had been made upon a 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which must concern the accountant. The 
forty-first instalment is given below. The summaries are not 
intended to be exhaustive, but only to give the main content 
of an Act or Order, the full text of which should be consulted 
if details ave vequired. 


ORDERS 


EXCESS PROFITS TAX | 
No. 439. Relief for Double Excess Profits Tax (Jamaica) 
Declaration, 1943. 
No. 440. Relief for Double Excess Profits Tax (Mauritius) 
Declaration, 1943. ~* 

Where profits are liable to excess profits tax (or N.D.C.) 
in the United Kingdom and also to excess profits tax 
in Jamaica or Mauritius, proportionate relief is to be 
given in each territory, the effect being to reduce the 
total amount payable to the higher of the two rates 
of tax. The rate of excess profits tax in Jamaica is 
stated to be half the excess over standard profits, 
and in Mauritius 40 per cent. where the standard profits 
are exceeded by more than Rs. 2,000. 

(See Accountancy, April, 1942, page 121). 


PRICES OF GOODS AND SERVICES 
No. 423. Description of Price-Controlled Goods (‘‘ Utility ’’) 
Order, 1943. 


ACCOUNTANCY 177 


petition presented by a creditor. The petition was based 
on a judgment debt, judgment having been obtained 
on a specially indorsed writ in October 1939. The appel- 
lant had agreed with the petitioning creditor that he would 
find a purchaser for 40,000 shares of 10/- each in a public 
company, for which shares the petitioning creditor 
had subscribed. He failed sa to do, and in August 1939, 
the appellant wrote a letter to the petitioning creditor 
stating :—‘‘ in wonsideration of your extending. until 
September 30th, 1939, the time for payment of £20,000, 
being the amount for which I agreed to sell your prefer- 
ence shares, I undertake to pay you £20,000 by that 
date.”” That undertaking was not carried out, and the 
petitioning creditor sued for the purchase price of the 
shares. He obtained judgment without any reference to 
the position in regard to the shares ; he did not state in 
the bankruptcy petition that he had any security over 
the property of the debtor. The petitioning creditor 
claimed that he had a debt in respect of which he could 
prove against the assets in competition with the other 
creditors without bringing into the pool the value of the 
shares. The appellant contended that the registrar 
ought to have enquired into the nature of the debt and 
that it ought not to have been treated as a good petition- 
ing creditor’s debt, and that therefore no receiving order 
should have been made. The Court of Appeal, overruling 
the Chancery Divisional Court, held that as the contract 
was for the sale and purchase of specific shares, the prop- 
erty in them passed to the purchaser in equity, so that 
if the purchaser tendered the price, the petitioning creditor 
would be bound to deliver the shares. The petitioning 
creditor was a secured creditor within the meaning of 
the Bankruptcy Act, 1914, Section 167, and as he had 
claimed the full purchase price and had not given credit 
for the value of the shares, the receiving order ought not 
to have been made and must be rescinded. The court 
also held that the case was not one where an amendment 
of the petition should in the exercise of the discretion 
of the court be allowed. 


Acts and Orders 


The word “ utility ’’ or any similar word must not be 
used in relation to any goods not subject to a Board of 
Trade utility scheme unless sufficient steps are taken to 
prevent a misleading impression. 

No. 335. Utility Apparel (Maximum Prices and Charges) 
Order, 1943. 

Previous Orders are superseded. The tables of whole- 
salers’ and retailers’ permitted percentages and over- 
riding maximum prices are contained in eight Related 
Schedules, published as separate documents, so that each 
trader need obtain only the Order and the Schedules 
covering the classes of goods in which he deals. 

(See Accountancy, April, 1943, page 138.) 


RETAIL BUSINESSES 

No. 424. General Licence under the Location of Retail 

Businesses Order, 1942, in relation to Advertising 
matter. 

Any person who during the year ended August 31, 
1940, distributed free advertising matter consisting of 
books or stationery may sell goods of this description 
at not more than Id. per article. 

The Order is intended to facilitate observance of the 
provision in the Control of Paper (No. 48) Order (1942 
No. 1817) prohibiting the distribution of advertising 
matter unless a charge of 1d. is made. 

(See AccounTANCY, January, 1943, page 74.) 
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"Society of Incorporated Accountants 


The Annual General Meeting 
“The fifty-eighth annual general meeting of the Society of 


' Incorporated Accountants was held at Snqotpernped Account- 


ants’ Hall on May 20. 

The President, Mr. Richard A. Witty, moved the adoption 
of the report and accounts for the year 1942. The President’s 
address is reported on pages 163-6. The motion was seconded 
by Mr. Fred Woolley, Vice-President. 


itidedbidion on President’s Address 


Mr. D. F. Goopr (London) said that members had looked 
forward with very pleasant anticipation to the President’s 
speech, and it could be safely said they had not been dis- 
appointed. The Council were devoting an enormous amount 
of time and ability to the interests of the Society and of the 

rofession as a whole, and the members were deeply grateful. 
They were particularly interested in the co-ordination pro- 
posals, which he hoped the Council would give, them rm, 
opportunity to consider when the time came. 

A member of the profession in the North had recently com- 
pared the education facilities in the accountancy profession 
with those in the professions of law, medicine and engineering, 
where academic training was given in the universities; he 
had deplored the fact that there were not the same facilities 
for accountancy students, who had to pursue their studies 
in the evenings after a hard day’s work. It was an old subject, 
and it might be one of the post-war problems which the 
Council would consider. They had every confidence in the 
councils of the various bodies who were dealing with co- 
ordination. They would rejoice if members at present serving 
in the Forces could come back to find, the profession better 
organised, and having greater prestige and prospects. 

Mr. F. A. RosBerts (London) drew attention to payments 
on account of work:in progress as affecting the computation 
for E.P.T. under the 7th Schedule of the Finance (No. 2) Act, 
1939. The traditional practice in preparing a balance sheet 
was that payments on account of work in progress were de- 
ducted from the figure for work in progress, and the net figure 
only was shown. That practice, when there was no E.P.T., 
served a useful purpose, although there were serious defects 
attaching to it. But in computing ~— for E.P.T. the 
application of the strict language of the Schedule was impera- 
tive. Of the three main factors to be considered, the first was 
assets acquired by purchase. All the leading textbooks, in 
dealing with work in progress, seemed to have omitted ‘the 
treatment of prepayments. He had found in all computa- 
tions for E.P.T. that these prepayments had been deducted. 
The amount of prepaid money in war-time was out of all 
proportion to the amount of prepaid money, in peace-time, 
and there was no justification whatever for deducting these 
prepayments in the computations. Therefore, if the work in 
progress was increased both in the standard period and in the 
chargeable period by the amount of prepayments, there would 
be an increase of capital, and it followed that there had been 
an omission to claim such an increase of capital throughout. 
This point was probably the most important issue that had 
arisen since the promulgation of excess profits duty in 1915. 
He had endeavoured to deal with the point in a small book, 
and he could say his views had been upheld by eminent 
counsel. 

- Mr. E. Mires Tay or (London) said he had been delighted 
with the President’s address, but there were one or two points 
to which he wished to direct attention. He would like to see 
some co-ordination in the accountancy profession now, with- 
out waiting for any registration period. Such co-ordination 
had been contemplated at a meeting he had attended at the 
Holborn Restaurant some twenty years ago. Accountants 
moved slowly in these matters, but he hoped to see something 
accomplished before his own name a: on a tombstone. 
As a member of two accounting bodies he considered that no 
pao ion on the best accounting practice should be offered to 

public by one body without seeking the co-operation of 
the other. The public would then realise that it comprised a 
consolidated and considered opinion. No one body was en- 
titled to advertise itself as superior in intellect to any other 
body. These should be a spot of co-ordination now. 


It appeared to him a scandal that a medallist of the Society 
who had become a partner in a chartered firm should have to 
take the Preliminary Examination of the Institute. That sort 
of thing ought not to be tolerated any more. He was strongly 


of opinion that a little more attention should*be paid to the _ 


subject of auditing in the Intermediate Examination. There 
might be perhaps one question on auditing in the paper, and 
yet, in a large number of cases, two-thirds of the professional 
accountant’s time was devoted to auditing. 

In regard to the Society’s Final SyllabuS, he would suggest 
that such subjects as the rights and duties of liquidators, 
lunatics, and married women, and public statistics, were use- 
less to the profession. , As one who had been in practice for 
20 years, he thought they must modify their.syllabus. 

His last point was that unless Associates were to be ad- 


. mitted to, the Council, he for one was going to oppose every 
election to the Council of Fellows in the future as long as he © 


lived. No section of the profession and no organisation repre- 


: sented the body of Associates, and it was stupid to talk in 


~@ 


rosy language about the post-war period unless they cured 
the things that lay at their feet. 


Mr. A. V. Hussey (London) said he felt sincere qrititede for ’ 


the President's address. In his view, co-ordination of the pro- 
fession was the one thing that really mattered to-day, and it 
ought to have happened a long time ago: The Society had 


’ great faith in their President, and they could look forward 
. confidently to a successful issue. 


He would like to refer to the sort of thing that worried him. 
Recently the Chancellor of the Exchequer stated that E.P.T. 
was yielding approximately (400,000,000 per annum, and 
that the post-war credit, after allowing for the incidence of 
taxation, would give back to industry 40,000,000. He could 
not see how 20 per cent. of £400,000,000 equalled £40,000,000. 
Section 18 of the Finance Bill, 1943, dealt with t-war 
credits, not necessarily concerned with excess profits tax, and 
indicated those who would receive these credits as capital. 
The inference was that in every other case the post-war 
credit would be taxed. He hoped in the future that in such 
matters the accountancy profession would be invited to ex- 
press an opinion to the Chancellor of the Exchequer. 

Mr. D. H. Mason (London) remarked that he spoke not 
with the wisdom of age but rather with the impetuosity of 
youth. In view of the training of younger members in the 
profession he was intrigued by the question how, when an 
accountant was the r of pep, punch, and personality, 
with plenty of initiative, he could ever become a Civil Servant:? 

Mr. H. O. Fow Ler (London) suggested the two main 
accountancy bodies should incorporate their articles in one 
single journal for the profession. The members of the Insti- 
tute and the Sociéty would then have the benefit of the 
— views held by the Councils and members of both 

ies 

Mr. E. C. Burret (London) regretted that the President 
had not put forth more constructive proposals for the post- 


war period. He hoped the country would not be faced with - 


an unemployment roll of 3,000,000. There was danger that 
the Press might think the Society was in favour of full-blooded 
private enterprise without any proposals for eliminating mass 
unemployment. 

THE PRESIDENT, in replying to the discussion, said he could 
assure Mr. Goode and any other members that there would be 
a very full opportunity for everybody to consider any pro- 
posals with regard to co-ordination. Knowing the members as 
he did, he was quite sure they would insist on having every 
opportunity of considering the matter. 

Dealing with educational facilities, the views quoted by Mr. 
Goode were not new, and were known to those who had to 
consider such questions. He had found it necessary on more 
than one occasion to remind people that the accountancy 
profession was not really parallel to any other. The problems 
to be faced were peculiar to thé profession. It did not neces- 
sarily follow that what might be perfectly good for another 
profession would be the right course to adopt in the account- 
ancy profession. But it must not be concluded that he was in 
any way opposed to the suggestidn that facilities shduld be 
afforded to students as far as possible to attain higher academic 
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qualifications before taking the qualifications of the Society. 

Mr. Roberts had raised a point of practice with regard to 
excess profits tax. If it had not already been done, the Presi- 
dent suggested it should be put into a brief memorandum. It 
would then go to the Committee which would be considering 
taxation matters. 

Mr. Miles Taylor had demanded co-ordination now. As 
President he endorsed that attitude. There was no question 
but that there should be co-ordination now. In fact, though 
he could not speak quite freely, he felt he might tell Mr. Miles 
Taylor that there was a trickle of co-ordination now. That 
trickle would widen fairly rapidly. Co-ordination meant 
agreement of all the bodies concerned. While the individual 
members of Councils might be in agreement, they had to 
study the interests of their own members. He had no doubt 
whatever that co-ordination, once having started, would 
extend, and would remain for all time, and that there would 
be one profession of accountancy speaking with one voice. 
The Council of the Society would not be content until that 
position was reached. 

On the question of the lack of consideration given to 
auditing in the examination syllabus, Mr. Miles Taylor must 
know that an amended syllabus was prepared and published 
before the war ; but out of consideration for the difficulties of 
the coaches as well as of the candidates, it was felt that two 
years’ notification ought to be given before any alteration was 
actually brought into force. Before those two years had ex- 
pired a state of war was declared, and the matter had there- 
fore to be adjourned until the end of hostilities. That 
amended syllabus did, however, meet to a very large extent 
the points which had been raised. 

Mr. Fowler had asked why there should not be one single 
professional paper. The only answer he could give was that 
ACCOUNTANCY was the property of the Society, whereas The 
Accountant was a proprietary publication, and it would be 
very difficult at the present time for the Society to give up its 
property. It was difficult to see how, at present, it would be 
possible to achieve what, it must be agreed, might from 
some points of view be desirable. 

Mr. Burrell had referred to private enterprise and un- 
employment, and rather regretted that the Presidential ad- 
dress had not contained more constructive proposals. The 
only answer he could give to that criticism was that the Secre- 
tary definitely limited the President’s speech, even if he did 
not limit the speeches of those who might follow the President, 
and within the limits assigned to him it was really impossible 
to go further than he had done in his address. 

The motion for the adoption of the report and accounts was 
put to the meeting, and was carried unanimously. 


Formal Business 


The contributions made by the Council to the Joint War 
Organisation of the British Red Cross Society and the Order 
of St. John of Jerusalem, and to the National Y.M.C.A. War 
Service Fund, were approved. 

The {retiring members of the Council and the auditors, 
Mr. Arthur H. Hughes, F.S.A.A.; London, and Mr. Percy 
H. Walker, F.S.A.A., Cardiff, were re-elected. 

Mr. C. A. G. Hewson, who had been appointed by the 
Council to fill an occasional vacancy for a London member, 
was elected a member of the Council. 


Motion : Times of Ordinary General Meetings 


Mr. E. J. E. Suipton (London) moved: “ That Ordinary 
General Meetings be held on Saturday afternoons.” All 
members would agree, he said, that it was most desirable that 
attendances at ordinary general meetings of the Society should 
be truly representative of the total membership. The figures 
showed that at the end of 1942 the membership consisted 
roughly of 2,900 practising and 5,000 non-practising account- 
ants. About 12} per cent. were in the Forces, and without 
further statistics it might be assumed that this percentage 
applied to practising and non-practising members alike. 
According to the 1939 Year Book, about one-third of the mem- 
bers were in London, or within one hour’s train journey. The 
following rough analysis showed the position : 1,000 members 
in the Forces ; 2,500 practising members (of whom 1,700 were 
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outside the London area); and 4,300 members (of whom 
1,400. were in the London area) who were not their own 
masters. . 

He did not know what was in the mind of the persons who 
decided that Thursday was the most suitable day for general 
meetings. If it was to enable the greatest number to attend, 
they appeared to have overlooked the fact that there were 
over 4,000 members—the majority—of whom well over 1,000 
were in the London area alone, who could only attend a meet- 
ing of the Society if their employers permitted them to do so. 
This was so obviously wrong in principle that it should be 
remedied. There were 4,600 members outside the London 
area, 1,700 practising and 2,900 non-practising. If the ma- 
jority of those members were to be able to attend a mid-week 
meeting, the best part of two days’ time was lost. The non- 
practising members had the alternative of spending the greater 
part of two days of their holiday attending the meeting. If 
meetings were held on Saturday afternoons the loss of a 
practising member’s time was reduced to a Saturday morning, 
and he could not believe that many employers would refuse a 
qualified member of the staff one Saturday morning during 
the year so that he could attend the annual meeting. 

They could not expect a balanced representation at meet- 
ings unless the day of the meeting was arranged so as to 
enable members of all classes to attend. Under the present 
arrangement the meetings were not representative of the 
Society, and the vast majority of the members were deprived 
of the opportunity of hearing other opinions and voicing 
their own, and a good deal of the corporate spirit which should 
be generated by attendance at the meetings was thereby 
never aroused. 

He had little patience with the type of man who said: 
“Give up my Saturday afternoon’s golf, tennis, or cricket ? 
Not likely !’’ Surely no attention need be paid to those self- 
interested few who would put pleasure before professional 
duty and equality of opportunity. Great events were in the 
making. His object was simply to give the majority of the 
members a reasonable opportunity of attending in order to 
get personal contact with other members, and to make the 
Society a vivid entity, and more capable of taking a vigorous 
part in the counsels of the nation. 

Mr. E. G. OLLiFFE (London) pointed out that out of a 


‘membership of nearly 8,000 there were only 100 or 120 


present—a very small percentage. The present motion, if 
passed, would at least do something towards increasing the 
attendance. Was it too much to ask those who were keen on 
gardening or keen sportsmen to give up one Saturday after- 
noon in the year to attend to the essential business of the 
Society ? To-day, more than ever before, it was necessary 
that the Society should be a live and active one, and there 
should be the largest possible attendance at the annual 
general meeting. 

THE PRESIDENT said he thought it right to mention at this © 
stage that the Council had considered the matter, and in their 
opinion it would not be in the interests of the Society to hold 
the annual meeting on Saturday afternoon, nor had the 
Council any real occasion to believe that a more representa- 
tive gathering would be obtained by meeting on Saturday 
afternoon. Subject to that comment, the matter was entirely 
in the hands of the members. 

The motion was supported by Mr. E. Miles Taylor (London), 
Mr. W. H. Cassel (London), and Mr. D. H. Mason (London), 
and opposed by Mr. G. T. Bailey (Gloucester), Mr. E. E. 
Pearce (Cardiff), Mr. H. O. Fowler (London), Mr. Percy H. 
Walker (Cardiff), Mr. J h Stephenson, O.B.E. (Peter- 
borough), and Mr. H. McArthur (London). 

Mr. J. A: Jackson (London) asked the Council to consider 
whether the annual meeting might continue to be held on a 
Thursday, but after business hours, say at 5.30 or 6 p.m. 

Mr. E. J. E. Sxrpton, in reply, thanked Mr. Jackson for 
his suggestion. Mr. Jackson was the only one who seemed 
properly to consider the point at issue, namely giving the 
greatest number of people the es. to attend. All the 
other speakers had put forward the convenience of some sec- 
tional interest. That quite ignored the fact that under the 
present arrangement many more people had not the oppor- 
tunity to attend. It was true that he, as mover of the motion, 
could bring forward no evidence that the attendance would be 
greater on Saturday afternoon. Nobody could produce such 
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evidence, but the nity might be provided for finding 
out. The whole point of the motion was equality of oppor- 
tunity to attend the annual general meeting, and he quae 
to members to vote for it. 

The motion was then put to the meeting by the President, 
who declared it defeated. 


’ Vote of Thanks 


Mr. R. WiLson BARTLETT pri a very sincere vote of 
thanks to the President for presiding over the meeting in a 
very tactful way. The Gectaty ques Bie 6 Git of grattinds 


Membership 
During the year, 91 new members have been admitted and 


- §2 Associates advanced to Fellows. The figures for member- 


ship at December 31 are: Fellows, 1,531; Associates, 6,355 ; 
Honorary Members, 2; Total, 7, 888. (Members in practice, 
2,874 ; Members not in practice, 5,014.) - 


F President and Vice-President 
In May, 1942, Mr. Richard A. Witty, London, and Mr 
Fred Woolley, |.P., Southampton, were elected President 
and Vice-President .respectively. 
7 Obituary 
Notification of the deaths of 62 members, including those 
killed on active service or by enemy action, was received 


' with regret. 


The Council regrets to record the death of Mr. Arthur 
Edwin Piggott, Manchester, who rendered distinguished 
service to the Society, both as a member of the Council and 
as Hon. Secretary of the Manchester District Society for a 
period of over fifty years. . 

National Service 

By a Proclamation, all men up to 45 years of age were 
rendered liable for military service, but the application of 
the Proclamation was limited to those who had registered 
under the National Service Acts, namely, those born after 
July 1, 1900. Requests for deferment and for the renewal 
of deferment were considered by the Accountants’ Committee, 
and recommendations made to the Ministry of Labour and 
National Service. The Accountants’ Committee has also 
afforded information as to the calling up and deferment by 
the Man-Power Boards of women engaged in accountants’ 


offices. 
War -Time Appeals 


The Council again made contributions from the Society’s - 


funds of three hundred guineas to the Joint War Organisation 
of the British Red Cross Society and Order of St. John, 


and one hundred guineas to the National Y.M.C.A¢ War~ 


Service Fund. A resolution to confirm the action will be 
submitted at the annual general meeting. 


National Savings 


Members of the Society throughout the country were 
invited to assist in the activities of Warships Weeks promoted 
to obtain large and widespread subscriptions to Government 


loans. 
Paper Economy 

Rilineshniiien were received from the Government 
Departments concerned urging the utmost economy in the 
use of paper by firms of practising accountants and by 
companies. 

Association of British ‘Chambers of Commerce 
Mr. ey Morgan was elected President of the Association. 


Farmers’ Accounts 
The Council considered the situation arising from the 
extended application of Schedule D to farmers, and com- 
municated with the National Farmers’ Union regarding the 
services of firms of Incorporated Accountants. 


Branches and District Societies 
Their work has been maintained on a réstricted basis. 
The President paid visits to Liverpool and Nottingham and 
addressed the members on ‘‘ Accountancy and Management.” 
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for the great work he had done during the past year, and 
there were many matters which had engaged his close atten- 
tion. The President had been jointly responsible for initiating 
the present discussions with regard to co-ordination, and 
deserved the best thanks of the Society. (Applause.) ~ 

The motion was carried with acclamation. 

THE PRESIDENT, in thanking the members for their vote, 
said it was his reward to know that his efforts were appreci- 
ated, whether those for whom they were put forward agreed 
with his views or not. It was a good thing for the Society that 
members did not always agree. » (Applause.) 


Research Committee 
The activities of the Society’s Research Comanitton have 


been resumed. 
Prisoners of ‘War . 

The President continued to keep in touch with members 
and students who are prisoners of war, and books have been 
forwarded to some members and students. Where possible, 
arrangements will be made for the Examinations to ‘be held 
in prisoners of war camps. . fi 

Disciplinary Matters 

The Disciplinary Committee considered and dealt with 

complaints against members under the provisions of 


Article 32. 
Examiners. 
Upon the resignation of Mr. C. Hewetson Nelson as an 
Examiner in Accountancy subjects, the Council expressed 
its thanks for his services in this office and as Chairman of 


the Board of Examiners for a long period. 
The Society’ s Examinations 
The following are the statistics of candidates for 1942 :— 
Preliminary Intermediate Final 
3 


Honours ... ooba) 3 r 1 
Failed... wi 73 161 51 
Total ... iat 140 257 95 
Honours were awarded to the following Candidates :— 
Finat EXAMINATION’ 
-Ist Certificate of Merit. 
Thornton, Raymond, Bradford (Prize) July, 1942 


INTERMEDIATE EXAMINATION 
Ist Place .Certificates. 
Wills, Edward James Burland, Reigate. ; 
(Disqualified for Prize by age limit.) July, 1942 
Sutherland, William Allan, Brighton. \ “2 
(Disqualified for Prize by age limit.) 


2nd Place Certificate. 
Burgess, Edward Herbert, London (Prize). 
December, 1942 


December, 1942 


PRELIMINARY EXAMINATION 


Ist Place Certificates. 
Averies, John David, Wanborough, nr. Swindon. 
Juiy, 1942 
Cox, Derek Ernest, Grimsby (Prize). | December, 1942°, 
‘2nd Place Certificate. ‘ 
McMurty, Ernest, Larne. - July, 1942 
Sir James Martin Memorial Exhibitions 
Exhibitions were awarded to :— 
Norman Kirkman, Articled Clerk to Mr. G. E. Lamb, 
A.S.A.A., Leeds. 
Edward Herbert Burgess, Articled Clerk to Mr. C. W. 
Ware Ls S. A.A., London. 
Council 
The following members of the Council retire and, being 
eligible, offer themselves for re-election under Article 49 :— 
London : Mr. Edward Cassleton Eljiott, Mr. William Ber- 
tram Nelson, Mr. Joseph Stephenson, O.B.E. 
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Provinces : Mr. Frederick John Alban, C.B.E., J.P., Mr. 
Robert_Bell, Mr. William Allison Davies, C.BE., ‘J. Pai 
Mr. Alexander Hannah, Mr. Charles Hewetson Nelson, 
J.P., Mr. Thomas Harold Platts. 

Mr. Cecil Aubrey Gist Hewson, Fellow in PF ayoags practice, 
London, was appointed under Article 48 to fill an occasional 
vacancy. A resolution for his election will be proposed at 
the annual general meeting. 
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Auditors 
Mr. Arthur Henry Hughes, Incorporatéd Accountant, 
London, and Mr. Percy Henry Walker, Incorporated 
Accountant, Cardiff, are the retiring Auditors and offer 
themselves for re-election. 
Accounts 
The audited accounts of the Society for 1942 are annexed 
to this report. _ , 


REVENUE ACCOUNT, for the year ended December 31, 1942 


EXPENDITURE. 


Salaries and Pension Fund Contribution oes “5,h50 


bad ad 
— = 
eee8ozs 


| setnoee 


Expenses ... 
Subscriptions to 
Auditors’ Fees Ay —- E- 
tions 


. Balanice, being excess of Income over Expenditure 


~ 7 


1941 


Less torial, Printing and Publishing Expenses 


£25,697 


BALANCE SHEET, as at December 31, 1942 


LIABILITIES. 


to date nat sae ... 35,000 
Current Liabilities and Reserves— 
a Un seeeg and Provision for aoned 


Bt. ae 


ail devisees seabed ved under War Dainage Ciaim 
Surplus on Revenue* Account, 1942 


se 


a ponies aed Fittings at cost, Jess amounts written off — 
300 Library at cost, less amounts written off ... 
Current Assets : 


Investments at 
National War Bonds 1945-47 


National War Bonds 1946-48 
National War Bonds 1949-51 


of Incorporated Accountants end 


Mortgage Debentures (Gift) 


(Market Value of Investments at December 31, 
1942: £23,975) 
Debtors and 


Balances at Bank and Cash in Hand ... 


ls a 


et iitore 89 
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1941 Pe = INCOME, 
fay: °°" | an gia els ot ces Sta 
39 oss —— a oe = in —— Fees— - ens 
? Ligh , Cleaning Sundry Expenses 393 F and other Receipts mee oe 274 
650 Air Raid Precautions... es a ei 118 Hall Lettings a nhs am oo dain 184 
eTS = ee: — _ yr” ne will 0s eee sed oa 
Deprecia' urniture Fittings way From Incorpora ccountants’ London ° 
4 é 661 War Damage Premiums... ... 3 ...... es District y= ae ee 500 
eld iis AMatientin Expenses— Tataoest ~ ae ed = Ne Om 704 
velling oie sie oe a “ Accountancy "—Recei! from Subscriptions, 
‘ 1,427 —. Stationery rm Printing ... ae ‘ae oi ‘ po tr oe aide ia .. 8760 
623 --Postages, Telegrams and ‘Telephone ims 275 
ith 117 Legal and Parliamen Ex hae ae 
4 § a: : : 3 | 
. 6 Commerce... ’ 
67 . on ie an ‘ 
on a . - a ae as at 
’ xaminati and Prizes as bia 3,050 ; } 
sed 3,837 Grants to ‘Bennches ond District Societies wis 8,781 ‘ . 
of 1,750 Debentures—lInterest (Gross) 6. ae a 
2,027 - Reserve for Redemption of Debentures (Annual — . 
Instalment) aaa aie a es -- 8,108 ‘ 
315 Contributions—Red Cross ... cis Ges ise 315 , 
<— 105 . tas at mem Se ; 
ee 420 ‘ . 
“a 152 Me = T and Investmen 
ax on 
) 11 Corporation Duty ... We. én oat one 18 
1 — . . — 227 , Sah : 2 
a 2 - pepe aicwe . “* ’ 
; i, * : 
£25,697 Fp £25,189 | Total Income cos) ney see £25,189 
942 dg Ee “ 
: — oI —>>>—>—>>>[—> >>I ————T—TEPEB=aBh]|]_{£___—oIoII—S———={_[—={*—ZT——————— — — E>“ EE — — — E__ AAA 
nel . FS “| 1941 _ ASSETS. c : 
942 7 M Debentures ost "F i? - f ‘ 160,000 Freehold Property—Incorporated Accountants’ Hall 
' 35,000 35,000 
342 ; ¥ 
<ees vance... ae 1,454 
942 , Reserve for Debenture Redemption— 1 ae 
Balance at December 31,1941 .... ... ... 21,559 : 900 29% 
21,650 Annual Instalment.... den oe ay .» 2168 4 ; 9 yom 
Accumulated Fund— ies ; * or key ‘ 
2 Po = “rosa | 
42°, . “1,784 
' . 64,608 —— 67,356 17,655 
“ HEWES ESN Commit, ee 
; C. HEWETSON NELSON, ' 
Chairman of Finance Committee. . E 627 : 
April 8, 1943. 6,036 ee ,.. tos 
nb, £127,810 : . £182,376 | £127,810 ; 
—-—— —_S 
¥ ITORS’ REPORT TO THE MEMBERS 
} ‘ AUD) . ee 
‘We sepert to the members that we have examined the Soeageing Acoounte together with the books of the Society and the vonshem deleting, enuss, 
' and have verified the Investments and Cash Balances. .We have obtained all the information and explanations we have required, and in our opinion the 
i . Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Society’s affairs, according to the best of our informa- . 
ing , tion and the explanations given to us, and as shown by the books of the Society. : ’ 
‘age _ . . ° spree 8 eee ; 
. April 27, 1943 4 . : 
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COUNCIL MEETINGS 


THURSDAY, MAY 20, 1943 
Present: Mr. Richard A. Witty (President) in the chair, 
Mr. Fred Woolley (Vice-President), Mr. F. J. Alban, Mr. R. 
Wilson Bartlett, Mr. Robert Bell, Mr. R. M. Branson, Mr. J. 
Paterson Brodie, Mr. W. Norman Bubb, Mr. W. Allison 
Davies, Mr. E. Cassleton Elliott, Mr. M. J. Faulks, Mr. C. A. G. 


. Hewson, Mr. Walter Holman, Mr. Edmund Lund, Mr. Bertram 


. 


Nelson, Mr. James Paterson, Mr. T. Harold Platts, Mr. F. A. 
Prior, Mr. R. E. Starkie, Mr. Joseph Stephenson, Mr. Percy 
Toothill, Mr. Joseph Turner, Mr. A. H. Walkey. 

Apologies for non-attendance were received from Mr. C. 
Hewetson Nelson, Sir Thomas Keens, Mr. Henry Morgan, Mr. 
A. Stuart Allen, Mr. C. Percy Barrowcliff, Mr. R. T. Dunlop 
and Mr. Alexander Hannah. 


Co-ordination of the Practice of Public Accountancy 
The President made a report of the announcement which 
had been published in the generally on April 23. 


Finance and General Purposes Committee 
The Council received with much regret the resignation of 
Mr. C. Hewetson Nelson as Chairman of the Finance and 
General Purposes Committee, an office which he had held for 


a long period of years during which the finances of the Society ~ 


' had considerably extended and the purchase of Incorporated 


Accountants’ Hall had been successfully arranged. The Coun- 
cil adopted a resolution recording its thanks and appreciation 
of the valuable work which Mr. Hewetson Nelson had carried 
out in his capacity of Chairman of the Finance Committee. 


Deferment of Calling Up 
A re was made that an immediate communication 
would made by the Accountants’ Committee to firms in 
regard to applications for the renewal of deferment in the case 
of partners and staff whose present deferment would expire 
on June 30, 1943. 


Examinations : December, 1943 
It was resolved that the Society’s examinations be held on 
Monday, Tuesday and Wednesday, December 20, 21 and 22, 
1943, at Taunton School and Southport Technical College (by 
kind permission of the Governors) and at Glasgow, Belfast 
and Dublin. 


A second meeting of the Council was held after the annual 
general meeting. Mr. Richard A. Witty took the chair and 
was supported by Mr. Fred Woolley (Vice-President) and 
other members of the Council. 


Election of President and Vice-President 
Upon the motion of Mr. E. Cassleton Elliott, Mr. Richard A. 
Witty was re-elected President for the ensuing year. Upon 
the motion of the President, Mr. Fred Woolley was re-elected 
Vice-President. The President and Vice-President acknow- 


 ledged their re-election and the President thanked the mem- 


bers of the Council for their support during the past year. 


Election of Committees 
The Disciplinary Committee of the Council was elected by 
ballot in accordance with the Society's Articles, and the other 
Committees of the Council were elected for the ensuing year. 


Meetings of the Committees 

Subsequent to the Council meeting a meeting of each Com- 
mittee was held and the following Chairmen and Vice-Chair- 
men were appointed : 

Disciplinary Committee : Chairman: Mr. Henry Morgan ; 
Vice-Chairman: Mr. R. Wilson Bartlett. 

Finance and General Purposes Commitiee: Chairman: 
a E. Cassleton Elliott ; Vice-Chairman: Mr. Percy Toot- 
Examination and Membership Committee : Chairman: Mr. 
Henry Morgan; Vice-Chairman: Mr. Walter Holman. 

Parliamentary Committee : Chairman: Sir Thomas Keens ; 
Vice-Chairman: Mr. F. J. Alban. 

Chairman : 


District Societies Committee : Sir Thomas 


Keens ; Vice-Chairman: Mr. Walter Holman. 
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SOUTH AFRICAN (NORTHERN) 
BRANCH 


Annual Meeting 

The forty-first annual meeting of the South African 
(Northern) Branch of the Society wastheld at Johannesburg on 
February 23. At the request of the chairman, Mr. A. L. 
Palmer, members stood in silence as a mark of sympathy and 
respect for members who died during the year, and articled 
clerks who lost their lives on active service. The chairman 
acknowledged the co-operation of his colleagues on the Com- 
mittee and the very able and efficient services rendered to the 
Branch during several years by the Honorary Secretary, Mr 
R. B. Hogg. 

The report and accounts were unanimously adopted. The 
retiring members of the Committee and the Honorary Auditor 
were re-elected. A vote of thanks to the Chairman was 
carried with acclamation. 

Annual Report 

The annual report of the Branch records a total of 258 
members on December 31, 1942, compared with 260 a year 
earlier. 

Four members died during the year, and five articled clerks 
lost their lives while serving with H.M. Forces. Seventy- 
eight members and 67 articled clerks were known to be on 


. active service on December 31, 1942. Lieutenant R. D. 


Meeser, F.S.A.A., was awarded the Military Cross, and 
Lieutenant P. V. Long-Innes, A.S.A.A., was awarded the 
Distinguished Flying Cross. 

Donations amounting to £35 were received from members 
of the Branch for transmission to the Incorporated Account- 
ants’ Benevolent Fund. ; 


REMOVALS 


Messrs. S. Staton & Son, Incorporated Accountants, have 
removed their offices to 35, Back Piccadilly, Manchester. 
Messrs. S. Primost & Co., ae Accountants, an- 
nounce a change of address to 35, Copthall Avenue, London, 
Ze. 
Messrs. P. K. Ghosh “& Co., Incorporated Accountants, 
announce a change of address to 17, Mangoe Lane, Calcutta. 


PERSONAL NOTES 


Mr. Howell Davies, Incorporated Accountant, is now 
practising at 15, King Street, Wolverhampton. 

Messrs. Vaughan & Gregg, Incorporated Accountants, 
Lloyds Bank Buildings, King Street, Manchester, announce 
that Mr. W. H. Hill, A.S.A.A., has been admitted into 

ership. 

Mr. J. Sloan, Incorporated Accountant, whois now carry- 
ing on practice under the firm name of J. Sloan & Co., has 
removed his offices to 25, Fenwick Street, Liv 1. 

Messrs. F. Walmsley & Co., Incorporated Accountants, 
Manchester, have taken Mr. Rupert A. Eccleston, A.S.A.A., 
into partnership. There will be no change in the name of the 
firm. 

Mr. W. H. Williams, A.S.A.A., has been appointed Borough 
Treasurer of the County Borough of East Ham. 

Messrs. Buzzacott, Lillywhite & Co., Incorporated Account- 
ants, of London, Radlett and Epsom, announce that the 
partnership between Mr. F. W. Buzzacott, F.S.A.A., Mr. 
H. R. C. Lillywhite, A.C.A., A.S.A.A., Mr. A. R. Dobson, 
A.S.A.A. and Mr. R. C. Buzzacott, A.S.A.A., has been 
dissolved as from May 11, 1943. The practice is being 
continued by Mr. F. W. Buzzacott, Mr. H. R. C. Lillywhite 
and Mr. A. R. Dobson. 


OBITUARY 
HUGH VICTOR BERRY 

We re: to announce regret the death on May 3 of Mr. H. V. 
Berry, A.S.A.A., at the age of 54. For the past 27 years Mr. 
Berry had been in the employ of Messrs. Lewis Vizard & Son, 
Incorporated Accountants, Cheltenham, becoming a member 
of the Society in 1925 after serving articles with the late Mr. 
L. Vizard, F.S.A.A. Mr. was honorary auditor to 
several local institutions. For a quarter of a century -+he had 
been a member of the Free Chureh Council, of which he had 
held the office of president, and he had a long record of service 
to the Highbury Congregational Church in many capacities, 
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